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PREFACE. 



TTHE pages that follow are intended to draw 
the attention of the shareholder to the grave 
defects which are to be found in the modern 
balance sheet. Under a system of accountancy, 
which has been allowed gradually to come into 
use, the statements of accounts, issued by the 
limited company, seldom convey to the public 
" a true and correct view " of the company's 
financial position. 

It is submitted that the audit of the balance 
sheet — whatever reforms may be brought about 
by the provisions of the new Companies Act — 
has been hitherto little more than an idle for- 
mality in the majority of cases, and that 
the figures published by many companies, after 
inspection and certification by salaried chartered 
accountants, are without justification, and are 
calculated to mislead. Reprints of balance sheets 
are examined in Chapter IV., and it is shown 
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that the shareholder, who knows nothing of the 
subtleties of board-room finesse, is easily led to 
believe that the concern in which he has 
invested his money is in a flourishing condition, 
while "rank corruption,- mining all within, infects 
unseen." 

False reserve funds are created by an over- 
valuation of assets, or by the investment of a 
surplus in stock-in-trade ; goodwill is inflated 
without any reference to legitimate profits ; 
depreciation of plant is grossly under estimated, 
and the convertible value of the assets is in- 
variably exaggerated. 

It is pointed out that the only safe test of 
a company's position is a comparison of cash 
assets with cash liabilities, and that unless that 
test is applied the shareholder cannot learn the 
truth. The question how the profits of a com- 
pany should be calculated is answered after the 
consideration of recent judicial secessions from 
the old school of economics which insisted upon 
a distinction between fixed and circulating capital ; 
and it is indicated that any payment of a 
dividend which would diminish the profit-earning 



PREFACE. V. 

efficiency of a company is contrary to the in- 
tention of the Legislature. 

Mr. Anthony Pulbrook, whose books on joint 
stock company law are well known, has con- 
tributed the first three chapters, which give an 
excellent outline of the evolution of the balance 
sheet. 



Gray's Inn, 1908. 
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THE MODERN BALANCE SHEET. 

CHAPTER I. 

ORIGIN OF ACCOUNTS. 

Primitive transactions — The Early Merchant — Evolu- 
tion of Exchange — Foreign trading begun — The 
Bill of Exchanges-Europe' s dealings with England 
— "Bills obligatory!' 

When Adam delved. — The keeping of accounts is a 
natural development of the introduction of the system 
of credit in commerce. Before credit was given or 
required accounts were unnecessary. In the simple 
form of society, when wealth was represented by flocks 
and herds, there were no transactions to be recorded 
outside those flocks and herds. An increase of the 
number of cattle constituting a herd from 500 to 1,000 
could be seen, so likewise could a decrease, hence the 
mere counting of the flock would enable its owner 
to know the extent of the increase or diminution 
in his wealth. Even if two individuals were owners 
of a herd as partners they could arrive at their 
separate rights by the simple process of dividing 
the herd. In the early days of commerce when it 
took the form of barter, an owner of cattle who 

B 
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wished to exchange one or more of his herd for 
corn or raiment would have that corn or raiment 
delivered into his possession on the exchange tak- 
ing place, thus the transaction would be completed, 
and there would be no necessity to keep any 
record of it. The same completion of a transac- 
tion of exchange occurred when metallic money 
— gold and silver — came into existence in the 
place of barter, the cattle being then exchanged 
for pieces of metal (money). The result of the 
transaction would be that the owner of the herd 
instead of arriving at an estimate of the extent 
of his wealth by counting the number of head of 
cattle constituting his herd would count in addition 
the number of pieces of money he had in his pos- 
session, a proceeding no different from that adopted 
at the present time in arranging a balance sheet 
to ascertain what is required to obtain an equilibrium 
of balance between the Dr. & Cr. sides by counting 
the pieces of money in hand. 

The Middle Man. — When a tiller of the soil, who 
had spent all the pieces of money in his possession, 
wished to make preparation for sowing further crops, 
he would go to his neighbour, the keeper of a herd, 
and ask him to deliver cattle or hand over money 
immediately, upon promise that payment should be 
made at a future date, when the crops came to 
maturity. If the owner of the cattle had confidence 
that the tiller of soil would hand over to him at the 
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proper time, corn or money, he would entertain the 
proposal, thereby giving what is called credit to the 
tiller of the soil. When, however, the soil or climate 
of one nation was fitted for raising cattle, and that of 
another for growing corn, it became necessary to 
transport the cattle to the nation suitable for growing 
corn, and the corn to the nation suitable for rearing 
cattle. 

This necessitated the introduction of an inter- 
mediary in whom both parties had confidence. By 
doing this the parties would not be taken from 
their vocations to visit distant countries, and this 
intermediary was termed a merchant. If both had 
confidence in this merchant, each would be willing 
to deliver to him his commodities without receiv- 
ing in exchange the property to be given for 
them, and would thereby give him credit that he 
would obtain that property before he parted with 
the commodities handed to him. This merchant 
would not confine his business to transactions of 
exchange between A and B only, because it would 
be apparent that if he would act for C, D, E, 
and F as well, a great part of the expense of 
carrying out the exchange could be saved to each 
party. For instance, if a ship had to be employed, and 
if that ship had capacity to carry the commodities of 
all, the expense of the ship would be divided.between 
all parties. 

In order to arrive at a fair determination what to 
charge to each, it would be necessary for the merchant 
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to keep an account of the total aggregate cost and 
then divide it between the parties in proper portions. 
The owner of the herd, deriving no benefit from simply 
contemplating the extent of his wealth, would en- 
deavour to acquire a tangible advantage from its 
possession ; for instance, he might do so by obtaining 
luxuries from foreign climes. To effect this the 
services of a merchant would have to be enlisted to 
obtain them for him. The producer of these luxuries, 
deriving no advantage from their possession, would 
likewise be anxious to exchange them for more 
useful commodities, and he also would invoke the 
aid of a merchant who would act as intermediary 
for the purpose. He would thus have to effect 
exchanges between a number of parties, and for this 
purpose it would be necessary for him to keep 
accounts. In some cases instead of acting as agent for 
particular individuals the merchant, by trading between 
nations, would discover that there was a general 
demand in one country for the specific productions of 
another ; then, without knowing exactly with whom 
he would effect the exchange, as money in the shape 
of gold or silver was a common measure of value in 
all countries, he would place a measure of value in 
these metals as exchangeable commodities for the 
articles acquired by him in one country to exchange 
for commodities of another. 

Gold and Luxury. — If the producer of the luxury 
received a certain weight of gold or silver in exchange 
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for that luxury, he could probably obtain in his own 
country a commodity he required in exchange for that 
gold or silver, or he would deliver the luxury to the 
merchant and give him time to obtain the gold or silver 
from the country requiring the luxury. In such cases 
it would become necessary for each party to make a 
record of the transaction, the luxury handed over, 
the amount of gold or silver to be brought back for 
itj and the time within which it was to be brought back, 
and this record would be reduced to writing. Thus 
the merchant, from being only the intermediary in 
whom both parties had credit, gradually dealt with 
others in each country who wished to exchange other 
commodities. By so enlarging his original engage- 
ment to bring back in exchange for the luxury a 
commodity from another country, which the owner of 
the luxury required, he might engage to bring back so 
much money. In this case to carry out the business, 
a writing signed by the merchant recording the period 
within which he was to bring back the money and 
the amount of money to be brought back would be 
given in exchange for the luxury. Then it is only a 
step further for the owner of the luxury, knowing that 
with the money he could obtain what he wanted in 
his own country, to seek to exchange the record 
representing the time and amount of money the 
merchant was to bring in exchange for the luxury to 
obtain the commodity he required without payment 
of present money. With this object he would go to 
someone living in his own country, who had the 
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commodity he required, and producing the document 
he had obtained from the merchant, ask him to 
deliver him the commodity at once in exchange for 
the document, and an order to the merchant to pay 
the money to the owner of the commodity. If this 
individual gave the merchant credit for carrying out 
his engagement he would make the exchange. Here 
we have all the essentials of a Bill of Exchange — 
a statement of the commodities given by A to B, 
an acknowledgement by B of the receipt of those 
commodities, and a promise by him to pay the 
measured value of the same at a particular time and 
place. Thus the indiciae of title symbolizing the 
commodities in respect of which they were given 
would come into use as negotiable documents, 
and it is clear how it became a custom amongst 
merchants for mutual convenience that a document 
of this nature should be treated as a negotiable 
instrument, conferring a right on the holder to 
whom it had been transferred in proper form by 
indorsement to receive the money, whatever might be 
the state of accounts between the two original parties. 
It would follow that a merchant having one of these 
documents payable in the country he proposed to 
deal in, instead of carrying the precious metals about 
with him, and thereby inviting robbery or murder, 
would go armed with the pieces of paper which for 
this object were to all intents and purposes as good 
as money in the country he was journeying to. 

If A and B, for example, were merchants, and 
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resided at Venice, and A had bought corn in Egypt, 
where he had credit, for which he had given his 
acknowledgements to pay, and his ship was laden 
with the corn, and B had in like manner bought wine 
in France, where A was unknown and had no credit, 
these symbols of credit enabled A and B to exchange 
their commodities with one another so that A could 
deliver wine obtained on B's credit in France to 
Egypt in exchange for corn, and B could deliver 
corn in France obtained on A's credit in Egypt, 
because A and B had credit in each other, and the 
only money in the shape of metals they would 
require to exchange would be the amount of balance 
of profit made by each. 

An Early Physiocrat. — The correctness of these 
conjectures is borne out by a very old author, Gerard 
de Malynes, in a work published in 1622, entitled 
" Consuetudo vel lex Mercatoria," or " The Ancient 
Law Merchant." This contained a chapter entitled 
" Of the revolution of buying and selling of com- 
modities by the course of traffic," which it stated 
took place "because the commodities of one country 
growing rank and abundant are transported into 
other countries ; in whose stead needful commodities 
of those kingdoms are returned thither, which is a 
neighbourly lending between Kingdoms and Coun- 
tries. For as is noted God caused nature to dis- 
tribute her benefits or His blessings to several 
Climates of divers things found in some places that 
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are not in other places to make an interchange- 
abe course of the said commodities by way of Mer- 
chantising." 



" This revolution . . . may be illustrated by 
the consideration of the several means whereby the 
said buying or selling are effected : i, with ready 
money ; 2, a buying and selling of Commodities 
payable at some limited time ; 3, another buying 
and selling of commodities to be paid by Bills of 
Exchange to be paid in another place ; 4, another 
merchant having money in bank, goeth to the bank 
and assigneth the seller of the said commodities to 
receive so much money there ; 5, and another hath 
a letter of credit ; 6, the most usual buying and 
selling of commodities beyond the seas in the 
course of Traffick as by Bills of Debt or obli- 
gations called Bills obligatory which one merchant 
giveth unto another for commodities bought or 
sold which is altogether used by the Merchant 
adventurers at Amsterdam, Middleborough, Ham- 
borough, and other places, for when they have sold 
their clothes unto other Merchants or others pay- 
able at 4, 6, 8, or more months they presently 
transfer and set over these Bills (so received for 
payment of their clothes) unto other merchants, 
and take for them other commodities at such prices 
as they can agree with the sellers of those, be it 
Velvet, Silks, Satins, Fustians, or any other Wares 
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or Commodities to make return of the produce of 
theirs and so selling these foreign Commodities in 
England, they presently bring more clothes and 
continue a revolution of buying and selling in the 
course of Traffic and Commerce being so (in effect) 
as may be illustrated by example." 

A Word to England.— He then goes on to say 
that, " The Common law of England is directly 
against this course for they say there can be no 
alienation from one man to another of Debts, 
because they are held 'Choses in action' and such 
whereof no property can pass by assignment or 
alienation." He concludes the chapter by suggest- 
ing : " This custom might (with great facility) 
nevertheless be established in England." He gives 
the form of a Bill obligatory as follows : — "I, A.B., 
Merchant of Amsterdam, do acknowledge by these 
presents to be truly indebted to the honest CD., 
English Merchant, dwelling at Middleborough, in 
the sum of Five Hundred Pounds Current Money 
for Merchandise which is for Commodities received 
of him for my contentment which sum of Five 
Hundred Pounds as aforesaid I do promise to pay 
unto the said CD. (or the bringer hereof) within 
six months after the date of these presents. In 
witness whereof, I have subscribed the same at 
Amsterdam the loth July 1622 sii/o novo. AB." 
He writes of these Bills in England as follows : — 
" In England Bills Obligatory, being made payable 
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to the party his Heirs, Executors, Administrators, 
or Assigns, may conveniently be set over as afore- 
said because the lawful assignee shall be of record 
and registered also upon the Bill and if there be 
two or more bound in a Bill fraudulent dealing will 
also be better prevented." 

As these transactions increased in number a 
necessity would arise for merchants to arrange some 
system whereby they might be able to keep a general 
record of them without trusting to memory and from 
this no doubt originated the system of Book-keeping, 
that is, making records of each transaction in books 
kept for the purpose. 
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CHAPTER II. 

ANCIENT ACCOUNTS. 

Malynes' de, work — Anecdote of Henry VIII. and his 
jester — An historical reform — Origin of Double- 
Entry in Italy — Its progress to this country. 

The Wisdom of Italy. — De Malynes concluded his 
book with a chapter " On Merchant Accounts kept 
by debtor and creditor," as follows : — 

" The manner of keeping accounts by Debtor and 
Creditor, was first devised in Italy upon very good 
considerations. There is a great affinity between 
Faith, Trust and Confidence." 

" He that is trusted with any goods ... is 
therefore called a Debtor or Debtors unto the party 
that trusted him therewith and he calleth that 
party his Creditor, because he gave him credit for 
the same, whereby Debitor and Creditor concurreth 
between party and party." 

After detailing the mode of starting the Books of 
a young man " desiring to deal in the work of 
Traffic," he goes on to say, " He maketh a stock or 
capital which he doth enter in a book called a 
Journal because it contayneth his dayly actions 
from time to time ; and from this book they are 
transferred or set over into another bigger book 
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called a Liedger because the same remaineth (as 
lying) accordingly in a place for that purpose. 
The Spaniard doth call this book El Libro Grande 
and the Journal he calleth Manuall being a far 
lesser volume, commonly but one-third part of the 
latter." 

The King's Jester. — He next lays down the prin- 
ciples " that every Debitor must have a Creditor" and 
"every Creditor his Debitor" and that the left side of 
the Liedger (p. 1 1) is the Debitor's side and the right 
the Creditor and that in the Journal the Leaves or 
folios of the Liedger are noted over a line in the 
margin for a Debitor and under the said line for the 
Creditor." He further records " That the great Mar- 
chants ' will arm an account ' which is the Spanish 
phrase ' armar una cuante ' put in plain English. 
They will keep an account for themselves and make 
their warehouser Debitor because the warehouser is 
trusted with the wares . . . Others will make 
the Commodities Debitor and their own capital or 
stock Creditors. In like manner after referring to 
their moneys in a chest . . they imagine this 
cash to be a person whom they have trusted and 
make the said Cash a Debitor for the money they 
put into it and when they pass out that money or 
any part thereof they will make Cash Creditor and 
that party to whom it was paid shall be made the 
Debitor." The writer adds, " You must still have a 
care to find Debitor to have his Creditor and every 
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Creditor must have his Debtor," and illustrates 
this by a quaint anecdote of William Sommers, jester 
to Henry VIII. " When the King told him that he 
delivered a good sum of money unto a Gentleman, 
a follower of his, Sommers answered that for so do- 
ing he had noted in his book that the King was a 
fool, giving his reason for it because the Gentle- 
man would never return back again and that the 
King was cozened. But the King asked of Som- 
mers what he would do in case the gentleman did 
return with the money ; whereupon Sommers 
answered, Then I will put him in my Book for a 
fool and put you out." The writer adds of the 
Liedger, " the main ballance of the whole Book 
must not differ one penny." 

The writer next relates that " the French King 
Henry IV. calling to remembrance his former ob- 
servation by comparing things to their first prin- 
ciples found that there came not above a fourth 
part declared unto him, whereupon by rooting out 
of corruption, deposing of needless officers 
he brought {e contrarid) three parts of every Crown 
into his coffers and did in progress of time accumu- 
late a very great Treasure." 

The Love of Darkness.— A conclusion to this work 
contained the following remarks — which we com- 
mend to the notice of shareholders when accounts 
are withheld from them because their publication 
might damage the company. " True it is that the 
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ancient monarchies, empires and commonwealths 
held the knowledge of their Revenues in such rever- 
ence and secret that none but the officers which 
had the managing thereof were made privy of them 
as being secret things not fitting that the people 
should take notice thereof ... so was it found 
that by this secrecy officers were both emboldened 
and enabled to deceive their princes thereby and 
the people would pretend ignorance to give to 
them their dues ; whereupon the Senators of Rome 
by mature deliberation did ordain that from that 
time forward the revenues of their Treasury and 
their dependencies thereupon should be published 
and made known not only unto the people but 
unto strangers also which the Emperor Justinian 
caused to be observed and other Emperors succeed- 
ing him as appeareth by the Code and other Books 
which the French Kings have imitated, ever since 
willing and commanding that these things should 
be known of every one, yea even of the mere 
strangers of other countries. So that this objection 
is of small moment." He adds, " Some philoso- 
phers have established three beginnings of natural 
things, Matter, Form, and Deprivation. The matter 
hath no other office or function but the changing 
of one form into another, deprivation giving an 
inclination thereto. For Deprivation is an imper- 
fection so conjoined into the matter that with- 
out her if she were separated nothing could be 
engendered and therefore in Heaven there is no 
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depreciation and therefore no generation nor cor- 
ruption. 



" No man is to be dismayed at his small talent or 
to grudge at another's gre9.t prosperity ; for with- 
out doubt Nature hath by her secret creation denied 
none some perfect quality to supply that want 
which in others breeds discontent or dislike." 

From the foregoing remarks it will be understood 
how it was that the proper keeping of accounts is 
first recorded as having taken place in countries 
whose foreign commerce was originally carried on to 
a greater extent than in other nations, and as com- 
merce extended from one nation to another, so the 
art of keeping accounts travelled with it. Italy being 
the cradle, as it were, of foreign commerce, we find that 
the system of double entry, now generally adopted, 
originated in that country, and in the earlier works on 
the subject is usually, termed the Italian system. As 
Holland became a centre of foreign trade so the 
system is recorded to have travelled by way of 
Nuremburg to that country. 
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CHAPTER III. 

EARLY WORKS ON BOOK-KEEPING. 

Italian and Dutch books — Hugh Oldcastle — Peelers 
" Admonition '' — Ancient Law Merchant — Daf- 
fome's Dialogue — Early Double Entry — Postle- 
thwayt — His Dislike of Secret Accounts — 
Commerce but a game. 

Pathwaye to Perfectness. — The earliest recorded 
works on bookkeeping were published in Italy and 
Holland. From the latter country the practice 
travelled to England. 

The first English work specially devoted to the 
subject appears to have been written by one Hugh 
Oldcastle in 1543, but no copy is known to be in ex- 
istence. There is a black letter work extant in the 
British Museum Library by James Peele, written in 
I5S3> entitled "The Manor and Forme, howe to 
keep a perfect reconying after the order of the 
most worthie and notable accompte of Debitour 
and Creditour set forth in certain tables with a de- 
claration thereunto belonging verie easie to be 
learned and also profitable not only unto suche 
that trade in the facte of Marchaundice but also 
unto any other estate that will learn the same." 

This book contained an exhortation " to learn 
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Sciences, especially of the accoumpt in the trade of 
marchaundice." 

In 1569 he published another work for "the more 
amplifiynge and playne setting forth thereof," en- 
titled, "The Pathwaye to the Perfectness in the 
Accompte of Debitour and Creditour in Manner of 
a Dialogue very pleasante and profitable for Mar- 
chauntes and all others that minde to frequente the 
same once again set forthe and very much enlarged 
by James Peele Citizen and Salter of London, 
Clerk of Christes Hospitall practizer and teacher 
of the same." 

The writer in his Preface remarked " Every particu- 
lar man should right well perceave upon presente 
viewe of his books the state of all his thinges with 
all men as well generall as perticuler." 

The date of the publication of this work, 1569, was 
the date given by Macpherson and Anderson, as that 
at which " The Italian mode of Bookkeeping is 
usually supposed to have been introduced and 
adopted by English Merchants." It would appear 
that it was known before that date. This work of 
James Peele contains a " briefe admonition " which 
is as pertinent to-day as when it was written. The 
following is an extract : — 

Eache man that holdeth a householde in charge. 
Whose hope is to have God's bountie at large 
With diligent care and studious paine 
Must still be mindefull his state to maintain. 
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And specially with you that deale with great and long accounts, 
Whose reckonings oft are intricate, whose charge right farre 

amounts 
Above the common rate on whom both oftymes depend, 
The weak and welfare or decay of thousands in the end. 

A work was written by John Mellis, Schoolmaster, 
in 1588, entitled "a Briefe Instruction and manner 
how to keep Books of Accompts after the order of 
Debtor and Creditor." 

This author in his Preface states " I am but a 
rescuor and revivor of an ancient old Copie printed 
here in London the 14 of August, 1 543 . . by 
one Hugh Oldcastle," and adds — 

" It behoveth every good discreete Marchaund to 
have knowledge and cunning in reading and 
writing also to be prompt and ready in his accompt 
and reckoning . . . which reckoning in the 
parts of Italie is named Dare and Habere which in 
our language of English is called Debitor and 
Creditor." 

Salarino's Fears. — When we see how items are 
lumped together in balance-sheets submitted to 
shareholders at the present day, the following in- 
struction is interesting : — 

" It is behoveful to name everything in due order 
in the said Inventerie with all the countersigns 
names and surnames as much as possible." This 
and the following remarks are instructive to directors 
who consider that all they have to do is to sit at 
board meetings. 
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" A merchaunt ought to be knowne more than a 
doctor of the lawe, for who is he that can number 
the chaunces that may fall in marchandising, what 
by sea and what by land, what in time of peace and 
plentie and what in time of warre, and in sickness 
and in health." 

A later edition of Gerard de Malynes " Consuetudo 
vel lex Mercatoria" or "Ancient Law Merchant," 
was published in 1636. It contained a work entitled 
" The Merchants Mirror or Directions for the perfect 
ordering and keeping of his accompts framed by way 
of Debtor and Creditor after the so termed Italian 
manner, compiled by Richard Dafforne of Nor- 
thampton Accomptant and Teacher of the same 
after an exquisite method in the English and Dutch 
language." 

The preface to this work is very interesting and 
shows that the art of book-keeping was well-known 
in Holland, and that the proper keeping of accounts 
was an art but little followed in this country in those 
days. He writes as follows : — " After many years 
residence in Amsterdam in Holland I (upon the oft 
importunate letters of some Marchants my very 
good friends) resolved to pitch the tent of my abode 
in London which being effected in Anno 1630 I 
then (after some rest) set my course into several 
Stationers shops there gazing about me (as one 
reviving from a trance) to view what the laborious 
Artist had acted and divulged in Print (as other 
Nations) for the assistance of Merchandising where- 
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with (blessed to the great All) this renowned City- 
is thoroughly entertained and adorned. 

" But as a skipper anchoring upon an unknown He 
presently perceiving those parts not to be inhabited 
by the non-tillage or the like, even so, contrary to 
my expectation, I, perceiving the number of writers 
to be but few, feared that love for this art was but 
small . .. , against the foresaid ignorance I 
' have emboldened myself to prepare the antidote.' " 

This quaint old writer concludes his Preface as 
follows : — 

" Heart take thine ease, men hard to please 

" Some haply might offend 
" Though one speak ill of thee some will 

" Say better There's an end." 

No better definition of the importance of keeping 
proper books of account could be framed at the 
present day than that given by the writer of the 
work we are referring to. At page 4 he states " The 
end of Book-keeping is to give contentment unto 
the Book owner and to show him (or those whom 
they do concern) at all times and in every degree 
how his estate standeth in the so written Books." 

Schoolmaster Abroad. — DaiTorne is precise on 
points of book-keeping. " In place of the word 
Ballance " he writes : " I should rather enter estate 
Reckoning, for, by drawing the whole book to a 
head, I draw with one an account of my estate." 
He added "Ballance is either a trial or true 
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balance " which " ariseth from the Remainers of 
the Ledger Accounts as well in Money unsold 
wares, voyages, not wholly sold Houses, Lands^ 
People, &c., not yet compleatly perfected and are 
therefore transported to New Books to be there 
fully finished." In the present day these would be 
carried forward into a balance sheet, as assets, and 
those reading the accounts would assume that they 
were realised profits. 

It will be useful to extract the following two 
entries in the form of Accounts given by Dafforne in 
his dialogue between Pupil and Schoolmaster as 
illustrating his observations. 

" The pupil remarks as follows — Suppose there 
were only part of those wares sold. 

" Sch.: — Deal with them as here shall be shewed 
by this — 

Debitor. 



Shipt 100 pieces of Cambric. 
Cost with charges ... ;£300 

Gained by the Sales ... ;£8o 
Pieces loo ;£38o 



Creditor. 
Sold 80 pieces for ... £'^20 
Unsold 20 pieces at £'i 
per piece £(xi 

Pieces 100 £1^0 



Then the pupil makes the following enquiry — 

Suppose that none of these sold, 

"Sch.: — Deal with them as shall be shewed by 

this — 

Debitor. 



Shipt 100 pieces of Cambric, 
Cost with charges ... £yio 

There was a work published by John Carpenter in 



Creditor. 
For 100 pieces wholly un- 
sold carried to Balance 
at £2) each piece is ... .£300 
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1632, entitled " A most excellent instruction for the 
exacte and perfecte keeping of Merchants Bookes of 
Accounts by way of Debitor and Creditor after the 
Italian manner." The writer dedicates the book 
to the East India Co., in whose service he was, and 
admits that he took it, for the most part, from the 
work of another, which is said to have been that by 
Hendrick Warmingham van Campen, published at 
Amsterdam in i S i S • Dafiforne referring to this work 
wrote that it was " nothing else but a general copy 
of Hendrick Warmingham's book, both in words 
and number of the questions." An address to the 
reader by Carpenter refers to this order and method 
of keeping merchants' account, which is " by the way 
of Debtor and Creditor ; by the Italians called 
Dare and Habere," and in his Exact Instruction he 
says by " Debtor" is meant the " account that oweth" 
and by " Creditor " is meant the " account which is 
due to have," and adds the Debtor or Debtors being 
the charge, and the Creditor or Creditors being the 
discharge are in every parcel to equal one to the 
other. 

The True Italian iVIethod.— William Webster, a 
Writing-master, published in 1719, an "Essay on 
book-keeping according to the True Italian method 
of Debtor and Creditor by Double Entry whereon 
the theory of that excellent art is clearly laid down 
in a few plain rules and the practice made evident 
and easy by a variety of " intelligent examples." 
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This little work met with favour. It went through 
several editions. The 12th, published in 1755, was 
carefully corrected by " Ellis Webster, Writing 
Master and Accomptant." The writer starts with 
the following statement : " Book-keeping is the Art 
of stating our accompts so as rightly to represent 
the condition of our affairs to which end the Italian 
manner of Debtor and Creditor by Double Entry 
is by experience found most conducive." To this 
little work was attached by the same author another 
entitled, " An attempt towards rendering the educa- 
tion of Youth more easy and effectual " from which 
we extract the following : — " The next necessary 
qualification of a Clerk or Accomptant is the most 
excellent art of Italian Bookkeeping, a science 
beyond the price of words and without which a 
man is neither fit for the Cabinet nor the Compting 
House." 

Craft and Craftiness. — A fourth edition of the 
"Dictionary of Commerce," compiled by Postle- 
thwayt, was published in 1774. It contained valu- 
able suggestions and information on the subject of 
accounts capable of being applied to companies 
at the present time. In its description of account- 
antship it stated " it comprehends not only a skill 
in figures or arithmetic, but a knowledge in 
the art of account keeping by debtor and creditor 
or by the method of regular charge and discharge 
according to the nature of the transactions which 
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method keeps every distinct account if they are 
ever so numerous always fit for a ballance and that 
ballance is found by substracting the sum total on 
the debit side from the sum total on the credit side 
or the sum total of the latter from that of the 
former." Under the heading "accounts/' in des- 
cribing this method it stated "these books are 
kept in the manner of debtor and creditor, that is 
to say, the debit which is the receipt of the account 
is wrote on the left side of the page and the credit 
which is expressed on the right side or page. . . 
The French instead of the words debtor and creditor 
use the words Doit (owes) and Avoir (to have). 
There are three kinds of accounts absolutely 
necessary for closing books of double entries, 
namely, the accounts of stock, of profit and loss, 
and of ballance. . . . The account of stock 
contains all the effects of a merchant. . . This 
kind of account is sometimes closed on the debit 
and sometimes on the credit side of the account of 
Profit and Loss." 

In a later article the following appeared " But here 
it may be useful to observe that although the 
accounts must necessarily ballance by reason of 
the equality of debits and credit yet it does not 
from thence follow that such accounts are justly 
stated and truly represent the condition of people's 
affairs. For there may be very great fallacy and 
imposition by the stating of accounts artfully made 
under false and deceitful heads yet those accounts 
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shall as duly ballance as those which are fairly and 
honestly stated by reason of their being kept 
according to the method of double entry, but this 
renders no imperfection in the art, for fictitious 
entries may be as regularly stated and ballanced as 
real ones." And under the heading " Accountant- 
ship " the compiler further remarks, when speaking 
of the importance of lawyers' mastering the science 
of keeping accounts, that " they may be so craftily 
and sophistically stated as to deceive the most 
upright judge and jury as well as the council if 
they are not capable of unravelling them in the 
course of the pleadings." 

The Open Door. — Postlethwayt goes on to sug- 
gest a remedy for fraudulent company accounts, 
which apparently developed into our present system 
of auditing. He advises that " gentlemen of the 
best education and knowledge of the world should 
make themselves compleat Accountants, otherwise 
how is it possible that they should be capable of 
examining into the state of the accounts of public 
corporations .■' " It is instructive to note that our 
legislature, in the form of Articles of Association 
known as Table A to the Companies Act, 1862, 
by Article 78, adopted his view when he remarked 
"And why should not the Ledger and indeed all 
the other accounts of bodies corporate be fairly laid 
before their general Courts ? nay, should not every 
proprietor who is interested to a certain degree. 
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have this liberty, at certain stated times, if not at 
all times. By this means the man of penetration 
would be able to discern how the public business 
went on, and would be capable of preparing him- 
self to speak to the interest of societies at their 
general Courts and who can do that to good purpose 
without a competent knowledge in the companies' 
negotiations? I must confess that I have not dis- 
cernment enough to discover why the books and 
accounts of trading societies, any more than those 
of the public offices where the state of national 
revenue is registered, should be kept private when 
the interest of the public require otherwise." 

" Who then ■' he demands " may we rely upon 
to watch over the conduct of great companies ? 
To put the sole confidence in Directors no one 
will contend for who is at all acquainted with 
what is past. Who then is so fit to take care of 
public property as the public proprietors them- 
selves ? Such among them who are of the best 
abilities without doors should attend to the con- 
duct of those within, should call for accounts and 
vouchers at their general Courts and go to the root 
of their affairs, before schemes can be formed and 
executed to the public detriment. This vigilant 
inspection, this constant scrutinising of the most 
judicious proprietors who have no share in the 
direction of public companies is certainly the way 
to prevent those calamities which have been so 
often experienced." 



EARLY WORKS ON BOOK-KEEPING. 27 

Commerce but a Game. — As regards a mer- 
chant's not keeping proper accounts, Postlethwayt 
made the following apposite remarks — " He must 
owe his success, if he has any, to fortunate hits and 
unexpected advantages, things which no prudent 
man will choose to depend upon for the prosperity 
of his life. To the ignorant in these matters, 
commerce is but a game of chance where the odds 
are against the player. But to the accomplished 
merchant it is a science where skill can scarce fail 
of its reward ; and while the one is wandering 
about on a pathless ocean without a compass, and 
depends on the winds and tides to carry him into 
his port, the other goes steadily forward in a beaten 
track which leads him directly, if no extraordinary 
accident intervenes, to wealth and honour." And 
he illustrates his remarks by a practical example 
as follows: — " Had those worthy and honest gentle- 
men, Messrs. Woodwards, Bankers in Exchange 
Alley, London, been thoroughly masters of Accounts 
themselves, and regulated their books in that concise 
manner which the admirable art will admit of, the 
catastrophe which unhappily befel them, could never 
have happened, notwithstanding the extensiveness 
of their transactions." 
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CHAPTER IV. 

ANALYSIS OF BALANCE SHEETS. 

The illusory reserve — The real test of a balance sheet — 
" By gross profits " — Cash liabilities against cash 
assets — Dividend from deficit — Freeholds, lease- 
holds, and goodwill — Capital called up to appease 
bankers — Nervous employees — A curious case for 
reconstruction — Depreciation extraordinary — Tvoo 
reserve funds and not a farthing invested — 
Expensive goodwill — A sound balance sheet. 

Romantic Accountancy. — The historical chapters 
have been introduced to show that although the 
greater complexity of the present day commercial 
system has rendered necessary more elaborate accounts 
there is no reason why the fundamental principles of 
the old system should not be kept in view when the 
shareholder wishes to examine a modern balance- 
sheet. If the practice of book-keeping has been 
subjected to the vagaries of evolution since the Vene- 
tians sent their argosies, with portly sail, across the 
seas, the basis of accountancy has never altered. 
In those days there was a bluff materialism in the 
appraisement of assets and a relentless logic in the 
estimation of liabilities. The merchant, who told 
his beads with a monastic fervour before he trusted 
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his fortunes to the waves, counted his ducats with 
a Hebrew care as soon as the dangers of the deep 
were past. Even the emotion of the Ausonian 
imported no romance into the columns of a ledger, 
and, when Zenobe wooed his purchased bride, he 
was wont to see that she was properly represented 
in the books of his domestic corporation. It was 
left to another race and to another age to introduce 
the element of fantasy into a cash account, and 
the still sad music of humanity into a limited 
liability company, incorporated under half-a-dozen 
Acts of Parliament. Strange, as it seems, the 
nation that has come to regard the Union Jack as 
an asset, has managed to conserve just enough of 
the poetic sense and the artistic sensibility to relish 
in commercial documents a subtle and aesthetic 
mixture of the real and the ideal. 

Dream in Silver and Conceive in Gold. — There is 
something irresistibly poetical in the simple, unwaver- 
ing faith of thousands upon thousands of shareholders 
in limited liability companies that their capital is not 
only intact but is earning profits, which are being 
paid into a reserve fund to be used one day in 
expanding the enterprise that they support into a 
gigantic syndicate for the production of extraordinary 
percentages. The directors teach them, at quite a 
moderate expense, to dream in silver and conceive 
in gold. They pay willingly for their poetry, too. 
They forego half of the dividends which, the board 
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nforms them, they might legitimately be paid, were 
it not advisable to augment the reserve, and, in 
return, they have the exquisite pleasure of believing 
in the financial security of the firm and of indulging 
in the harmless boast that their company, floated 
with such prescience a year or two ago, has amassed 
in emergency fund of ;£^ioo,ooo. 

Should there be many of the older school — the 
matter-of-fact, money-grubbing school — whose avowed 
object in putting their funds into a public company 
is to increase them as many fold as possible, without 
worrying themselves about such sorry stuff as poetry, 
they will do well to insist upon being supplied with 
balance sheets which actually convey a " true and 
correct" idea of the affairs of the concern. They 
will be told, no doubt, in the conventional language 
of the city that it would be unwise to publish a 
statement which would give too much information 
to any rival who might choose to read. They will 
be reminded by directors, with the diplomatic airs 
of ambassadors, that a certain element of the occult 
has been imported into company finance for the 
purpose of making the position of a firm appear to 
the best advantage in the eyes of a world that is 
still deceived by ornament. But, if they are discreet 
they will recognise that the words " by gross profit," 
with an adequate number of ciphers affixed, are 
expected to possess for those who do not haunt the 
street of Janus, a transcendental glamour which 
has really no money value ; that " goodwill " is a 
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study in ontology, entrusted to interested amateurs, 
and that "reserve fund" has all the worth and all 
the attractiveness of an impossible belief. 

The Touchstone. — There is but one test of a 
balance sheet that can satisfy the prudent share- 
holder and that is a comparison of cash assets v^ith 
cash liabilities. All balance sheets contain a multi- 
tude of figures which do not represent properties 
that can be converted into- money or be accepted 
as the security for money, when liabilities that can- 
not be postponed are to be liquidated. There are 
always liabilities which a company may be called 
upon to meet at a moment's notice and the share- 
holder should see that there are set against them, 
on the credit side, assets of such a nature that they 
may be rendered quickly available at the values 
assigned to them. For this purpose, leaseholds, free- 
holds, and goodwill, which are generally lumped 
together as if they were all made of the same 
material, are worthless. To point to the magnifi- 
cence of a debtor's mansion, and the excellence of 
his reputation, is not a satisfactory answer to the 
clamour of mistrustful tradesmen. The mansion, to 
be sure, is some security, but to sell it to advantage 
would be to incur difficulties, delays, and sacrifices ; 
and, as for good name, it was made by a whisper 
and by a whisper it may die. 

The Jest's Perfection.— It is natural that the 
directors of every company should desire to close 
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the year with a fanfare of trumpets by announcing 
that the gross profits are enormous. There is noth- 
ing more easily done under the prevalent system 
of drawing a balance sheet. Stock-in-hand is largely 
overvalued, and every bad and doubtful debt is 
dragged into profit and loss account. Both items 
are then set off against a pretended reserve fund. 
Every shareholder will recall meetings at which the 
chairman has grandiloquently drawn attention to the 
splendid increase in gross profits, and has wound 
up his speech by pointing out that the reason why 
the proposed dividend is so small is that it has been 
thought expedient to place the company beyond 
the remotest danger of a crisis by making a large 
appropriation to reserve. The fund stands out in 
bold relief on the debit side of the^,balance sheet, 
but it is a matter of inordinate difficulty to trace 
the overvaluation of assets on the'^redit side. It 
will be evident from some of the balance sheets which 
are subjoined that the shareholders, to whom they 
were presented, had excellent cause for suspicion. 
In some cases the assets may have been in exist- 
ence but the necessary proof was absent, and that 
in itself was a serious flaw in the documents. 

Utopia Unlimited. — Here is a statement of account, 
issued in 1906, by a company which exists outside 
the pages of fiction. An eminent firm of auditors 
have certified that the document " is properly drawn 
up so as to exhibit a true and correct view of the 
state of the company's affairs '' : — 
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Applying the test recommended, the shareholder, 

who was animated by the sordid desire to examine 

the security for his money and estimate his prospects 

of profit, would pick out the items in this way : — 

Cash Liabilities. Cash Assets. 
Trade Creditors ...;£6o,o8o 
Deposits by Em- 
ployees 32,164 

Sundry Creditors ... 18,165 
Loans from Bankers 102,250 



^212,659 



Consols 


... ^8,967 


>j 


... 1,170 


Trade Debtors... 


... 100,268 


Cash in hand ... 


... 27,23s 



;£ 137,640 



Cash Liabilities ;£2 12,659 

Cash Assets 137,640 



Excess of Cash Liabilities ;£7S,oi9 

Found Wanting. — As it was announced that the 
dividend would absorb £70,^73, " leaving £6,387 to 
carry forward to credit of next account," the abso- 
lute deficiency in cash was ^^ 145,592. Every one of 
the cash liabilities here, it must be noted, was of a 
kind that might lead to immediate calls for payment. 
Employees had deposited ;^32,ooo and they, with 
ears to hear every inside rumour, however unfounded, 
would necessarily withdraw their moneys upon the 
flimsiest hint of approaching adversity. Creditors 
and bankers too, are keen men of business, and 
although they may do their best to be obliging they 
do not approve of having their money out of hand 
for any length of time if there is a probability, how- 
ever remote, of losing it altogether. It may be 
said that they would show no haste to recover the 
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amount due to them as long as the debtor's circum- 
stances were manifestly prosperous, but there is 
always the retort that the best proof of prosperity 
is the power to meet liabilities. On the other hand, 
stock-in-trade is a large item, ;£^i 59,000, but it is 
not an asset that can be applied to the payment 
of a debt unless the company goes into liquidation, 
and then it would not realize more than a fraction 
of that figure. The reserves stand at :£"i42,ooo, and 
against them we find " freehold and leasehold pro- 
perties " — valued four years before the balance sheet 
was published — " goodwill and amount spent on 
buildings," ^720,000. Goodwill is to a company 
what vanity is to an individual ; it has no money 
value ; it is " a shade that follows wealth and fame 
and leaves the wretch to weep." It vanishes the 
instant downfall is threatened. When the two items 
which represent investments are set against redemp- 
tion of leaseholds, it becomes clear that the bankers 
had every reason to look to their bond. What 
security they might have had in the freeholds and 
leaseholds the balance sheet does not show, for 
there is no apportionment of an amount to good- 
will ; and a creditor cannot be expected to find 
consolation in the pious aspirations of a board of 
directors, who probably hojd so many of the manage- 
ment shares, which pay a dividend of £2 Ss., that 
they will get back their capital plus a handsome 
interest before the arrival of the evil day of storms 
and reconstructions. 
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Time — One Year Later. — The consequences of 
this method of finance may be seen best by the 
production of the company's balance sheet, issued 
a year later : — 
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Unconscionable Bankers.— The capital has been 
increased by ;^ 100,000. The preference capital has 
been raised from ;£"! 10,000 to ;£'i85,ooo, and the 
ordinary capital from ;£'205,ooo to ^230,000. The 
reserves have risen by ;^3 1,000 and the investments 
have been increased by ;^i 1,000 only. None of this 
increase of capital has been added to the general 
reserve, because the directors' report stated that the 
ifi'S 1,000 by which this fund was augmented repre- 
sents premiums received on the issue of new shares. 
It is thus quite apparent that the whole of the 
capital was raised to pay off the loan from bankers — 
;^i02,ooo. As might have been anticipated by an 
intelligent shareholder the bankers became uneasy, 
and the employees who had deposits in the concern, 
heard the news ; accordingly they drew out of the 
business ;£'i 2,000. The directors stated that valu- 
able new premises had been acquired, and if we 
turn again to the entry "freehold and leasehold 
properties including goodwill and amount spent on 
buildings " we find that, although the capital called 
up was ;£^ioo,ooo, only ;^io,500 was added to this 
item. The portion of that ;^ 10,500 which was 
invested in these valuable new premises may be 
conjectured, when it is seen that the freeholds and 
leaseholds were still set down at the 1902 valu- 
ation, and when it is remembered that the directors, 
with ;£'ioo,ooo more capital and new premises, could 
scarcely have resisted the temptation of adding no 
small amount to goodwill. Here is the enhanced 
value of the credit side of the balance sheet : — 
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Increase in Value. 



Fixtures ... 
Horses and vans 
Plant, etc. 
Investments 
Stock-in-trade . 
Trade debtors ., 
Sundry debtors . 
Cash in hand 



1,300 

1,500 

1,300 

13,746 

12,200 

700 

3,300 



Increased value of assets . . . ;f 37,046 

With the exception of freeholds and leaseholds 
which, it has been shown, have acquired but little 
additional value, there is nothing to put against cash 
liabilities but this ;^37,ooo, much of which would be 
worthless in the event of realization. Fixtures, 
horses, and vans, plant and stock - in - trade have 
been written up but neither the amount at which 
they were valued a year ago, nor that at which 
they now appear, could give them the characteristics 
of security against liabilities of £1 17,000. No doubt 
the shareholder would resent criticism of this kind, 
and would point with pride to the reserves, but here, 
as in most cases, these funds have been invested in 
the business and are not therefore available to meet 
an unexpected contingency except at great losses 
on realization and at greater risk to the welfare of 
the business. 

Too Rich to Pay. — The following is a balance 
sheet which was revised by the directors in order 
to make a case for reconstruction. It illustrates 
in an unusually glaring way the curious system of 
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accounts which has become popular. The italics 
represent the revised figures which are intended to 
demonstrate that the preference dividend, for which 
£^>37S was needed, could not be paid : — 
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Here it will be seen that, on the new valuation, 
the cash liabilties are £2,(^1. Against these there 
are, according to the statement itself, cash assets to 
the value of £a7)77^' Nevertheless, with a cash 
balance of ;^4S,ooo, after settling with creditors, the 
directors declare that they cannot pay the preference 
dividend of ;^8,375. It is obvious that the balance 
sheet conceals the truth about the company's pre- 
dicament. 

A Qalloping Consumption.— But there is another 
lesson to be learned from a case of this kind. During 
the whole career of this company freehold land and 
buildings had probably been appearing upon the 
balance sheet at a figure which had to be written 
down by ;^20,ooo the moment the directors obtain 
the valuation of a person who was presumably an 
expert. Goodwill, patents, licences and trade marks 
were said to be worth £iyo,2'a on September 30th, 
1905, but, in the following February, it dawned 
upon the board that the real value of these assets 
was only ;g'79,2i8. If there was any justification for 
entering these items upon the balance sheet in 
September at £170,2^1 — and it must be assumed 
that the auditors accepted this valuation on that 
date — it would be interesting to know how they 
underwent a depreciation in value of ;^9i,ooo in six 
months. Goodwill might be eliminated, because even 
an actual loss of profits in half a year would not have 
detracted so greatly from the average upon which 



ANALYSIS OF BALANCE SHEETS. 43 

it is calculated. Again, if patents, licences and 
trade marks were expiring, that was known in many 
a previous half-year, and provision should have been 
made for loss through the wasting of an important 
asset. When .£'1 13,000 is written off at last for depre- 
ciation, with a view to reconstruction, the share- 
holder might well ask what would be the value, if 
they came to be put under the hammer, of freehold 
land and leaseholds, which upon reappraisement were 
found to have declined in value by ;£2o,ooo. This 
figure may be taken as the estimated value of the 
freeholds and the leaseholds to the company which 
owns them as accessories to the business carried on, 
but there could be no guarantee that they would 
realize the same amount if it became incumbent 
ultimately to sell them for the benefit of the share- 
holders. 

The subjoined balance sheet also is of interest. 
There are two reserve funds and not a farthing is 
invested : — 
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The next statement of accounts will appear, at 
fifst sight, to satisfy the test proposed. The cash 
assets are ;£'8 1,000 and the liabilities are ;^9i,ooo. 
Six thousand pounds is to be paid in dividends : — 
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The suspicious feature of the balance sheet, how- 
ever, is the attitude of the company towards its 
bankers. The loan from bankers is £64.,! y 6 and 
the cash at bankers is £\z,'j'j<^. A man of business 
would ask at once. Why not pay off some of 
the loan and save interest ? 

The Halo of Goodwill.— The following balance 
sheet is printed mainly to draw attention to the fact 
that the directors estimate the company's goodwill 
at a fifth of the capital. It was no doubt a matter 
for rejoicing to the shareholders that ;^40,ooo of 
their money was expended in acquiring a good name. 
It is to be hoped, however, that none of them asked 
himself how much money he was about to make 
out of this investment in a commercial aureole. 
Calculated on the basis of so many years purchase 
of the profits of the company, the goodwill might 
be an admirable guide to an intending buyer, but 
considered as an asset to be converted into cash in 
order to meet liabilities which must be liquidated 
while the company is a going concern its value is 
nothing : — 
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r 

An Oasis in the Desert. — The following is an 
example of a healthy balance sheet, though it will 
be seen that here also part of the reserve fund is 
invested in the business : — 
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The reserve fund of ;^ 200,000 and the dividend 
equalization fund of £'125,000 are balanced by invest- 
ments at cost — ;£'3ISj00o and mortgage ;£io,ooo. 
Cash at bankers is ;£^io7,6oo; debtors are ;^638,50O 
and creditors are only ;£'22O,00O. 
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CHAPTER V. 

DIVIDENDS AND CAPITAL. 

Fixed and Circulating Capital — Judicial and economic 
distinctions — Lee v. Neuchdiel Asphalte Company 
— Reserve for wasting assets — Loss to fixed capital 
— The aim of the Statute Law — Sanction of the 
Court necessary to reduce capital — Dovey v. Cory — 
Altered views of the Courts — Profits for the year 
— Complete and continuous ventures. 

A Faith Outworn.— The question how the profits 
of a company should be calculated has never been 
answered by the Courts without ambiguity. Judges 
made it the custom for many years to base their 
decisions upon the definitions of economists, and 
this made necessary at times a good deal of difficult 
reasoning if justice was to be done between the 
litigants. In determining what were profits the old 
distinction between fixed and circulating capital had 
always been drawn — a distinction which owes its 
origin to Adam Smith, who defined fixed capital as 
that which affords a revenue or profit without 
changing masters, and circulating capital as that 
which affords a profit only by changing masters. 
These definitions, expounded by economists of 
recent years, are to be traced in all the judicial 
decisions which were directed towards the solution 
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of the problem of company profits down to igoi. In 
that year the case of Dbvejr v. Cory (T.L.R. xvii.; 
^J4), cdme before the House of Lords, and Hals- 
bury, L.C., fiointed out that the distinction between 
fixed and circulating capital, Although appropriate 
enough in zn abstract treatise like the " Wealth 
of Nations," might be quite inappropriate with 
reference to a concrete case. The Court was not 
called upon to decide what constituted a payment 
of dividends but of capital, but there are passages in 
the judgments delivered which may be taken to in- 
dicate an altered attitude towards old-time cases and 
an outworn economic faith. These passages will be 
referred to later. Meanwhile, as the matter is of 
vital importance to the shareholder it is best that he 
mdy have the opportunity of seeing how it has been 
regarded by the highest authorities on law, economics 
and accountancy. 

A Land Question.— Thfe distinction between fixed 
and floating or circulating capital which has been 
observed by the Courts is conspicuous in the follow- 
ing Cases. A railway company, the rolling stock 
and real property of which were obviously fixed 
capital, failed one year to make sufficient profits to 
pay a dividend. The land owned by the company, 
however, had increased considerably in value and it 
was resolved by the directors to treat this increase in 
value as profit out of which to pay a dividend. This 
was disallowed by James, V.-C, on the ground that 
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the payment of a dividend out of the new value given 
to the land would be a distribution of capital, not of 
profits. (Salisbury v. The Metropolitan Railway 
Co., 22 L.T. 840). Then came a case in which land 
was held to be circulating capital, because a part of 
the company's business was the purchase and the 
sale of land, or, in other words, because the land was 
part of the stock-in-trade of the concern. It hap- 
pened that as the revenue from the rents of the lands 
held by this company was not large enough to justify 
the payment of a dividend, the board decided to 
distribute among the shareholders an amount repre- 
senting the increase in the value of its property. Mr. 
Justice Chitty, observing the economic distinction, 
declared that while the land of a railway company 
was part of a fixed undertaking, the land of an in- 
vestment company was circulating capital, which in 
the very nature of things was intended to change 
hands, and that, in these circumstances, it was legiti- 
mate to pay a dividend, provided that the valuation 
of the capital asset was sound. This decision can 
hardly stand, for while it shows well the distinction 
between the two kinds of capital, it is clear that the 
principle of paying dividends out of a revaluation of 
stock-in-trade cannot be justified either in law or in 
finance. The cases of Davison v. QiHies (16 Ch, 345) 
and Leet/. The Neuchatel Asphalte Company [(1889) 
41 Ch. D. I ) provide an instructive comparison. In 
the former Sir George Jessel held that a tramway 
company was not entitled to pay a dividend out of 
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gross receipts before making good the wear and tear 
of its rolling stock ; and in the latter Lord Justice 
Lindley said, that with regard to mines and quarries, 
" every ton of stuff you get out of that which you 
have bought with your capital may, from one point 
of view be considered as embodying and containing a 
small portion of your capital/' and that it was obvious 
with respect to such property, " if you sell and divide 
the proceeds, you divide some portion of that which 
you have spent your capital in acquiring." " It may 
be represented," he added, " that that is a return of 
capital. All I can say is, if that is a return of capital, 
it appears to me not to be such a return of capital as 
is prohibited by law." He went on to point out that 
if a company is formed to acquire and work a pro- 
perty of a wasting nature, for example, a mine, a 
quarry, or a patent, the capital expended in acquir- 
ing the property may be regarded as sunk and gone, 
and that there is nothing whatever in the Act of 1 862, 
or indeed in subsequent Acts, to prevent an excess of 
money, obtained by working the property over the 
cost of working it from being distributed among the 
shareholders, even though some portion of the pro- 
perty is sold and the capital, in some sense, is thereby 
diminished. 

Loss of Fixed Capital. — Five years later Lord 
Lindley again insisted upon the same distinction in 
Verner v. The General Commercial Trust (1894, 2 
Ch. 239). Here he laid down that "if the inpome. 
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in any year, arises from the consumption in that 
year of iXrhat may be called circulating capital, the 
division of such income as dividend, without replac- 
ing the capital consumed in producing it, will be a 
payment of dividend out of capital. Perhaps the 
shortest way of expressing the distinction which I am 
endeavouring to explain;" he said, " is to state that 
fixed capital may be sunk and lost and yet that the 
excess of current receipts over current payments may 
be divided, but that floating or circulating capital must 
be kept up, as otherwise it will enter into and form 
part of such excess, in which case to divide such 
excess without first deducting the capital which forms 
part of it will be entirely contrary to law. ; . . . 
"A dividend presupposes a profit in some shape, 
and to divide, as dividend, the receipts, say for a 
year, without deducting the expenses incurred in 
that year in producing the receipts, would be as un- 
justifiable in point of law as it would be reckless and 
blamewoi-thy in the eyes of business men." 

In the Honest Forties. — These words are reminis- 
cent of a strong pronouncement in 1849 by Lord 
Chancellor Campbell, who argued that the declaration 
of a dividend by the directors of a company was 
tantamount to a public declaration that the company 
had earned profits from which that dividend was to 
be paid, and that if the dividend had to be paid otlt 
of the capital of the firm the board was guilty of a 
fraud which rendered the directors liable to prosecu- 
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tion for conspiracy. (Barnes v. Pennell, 3 H.L.C. 

535)- 

It was held in Bosanquet v. The St. John del Rey 
Mining Company (103 L.T. 316) that a dividend 
might be paid before a loss to capital had been re- 
couped. The company was formed for the purpose 
of mining gold in Brazil and, after it had been paying 
good dividends for a number of years, a part of the 
mining works collapsed and prevented further opera- 
tions. The company was reconstructed twice in 
order to raise the money necessary to remove the 
obstruction, the capital being increased by the issue 
of shares and debentures. The mine was then re- 
opened and new machinery was provided. From the 
time of issuing the debentures to the time of reopen- 
ing the minie a considerable sum was paid' out of 
capital by way of interest on the debentures, but 
when the mine was reopened that interest was paid 
from income. Ultimately it was decided by the 
board to create a sinking fund out of profits with 
which to make good the amount already paid out of 
capital for debenture interest; At the same time it 
was agreed to distribute a small part of the profits as 
dividend. A holder of shares and debentures in the 
company thereupon applied for an injunction to 
restrain the directors from appropriating any part of 
the profits for payment of a dividend until the sum 
taken from capital to pay debenture interest had 
been replaced. The Court decided, however, that 
the company was riot bound to apply profits to 
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the restoration of the amount paid out of capital 
in previous years, apparently on the grounds that the 
one year's trading alone was to be taken into con- 
sideration. 

Lord Justice Romer followed the decision of Lee v. 
The Neuchatel Asphalte Co. in Bolton v. The Natal 
Land and Colonization Co, [(1892) 2 Ch. 124) de- 
claring that it was not correct, in estimating the 
profits of a year, to take into account the increase or 
decrease in the value of the capital assets of the 
company. These cases, together with that of Wilmer 
V. McNamara & Co. ([1895], 2 Ch. 245), where a re- 
valuation of property showed a loss to capital, are 
now very doubtful law. 

An Ingenious Proposal. — The legislature has 
always declined to countenance the payment of 
dividends out of capital. By the Companies Acts 
it has made a contract as regards the status of 
limited companies which is framed to safeguard not 
only the interests of the shareholders, but those of 
the public generally. The requirements of the law 
have been said to be merely negative, that dividends 
shall not be paid out of capital, and that the balance 
to the credit of profit and loss account does not 
automatically become part of the capital assets, 
because the value of the actual capital assets has de- 
preciated to an amount equal to or exceeding such 
balance. If this were a correct view, and if it were 
permissible for a company to take the balance to the 
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credit of the profit and loss account and, after holding 
it as a reserve or surplus account for a year, distri- 
bute it as dividends, the whole intention of the legis- 
lature against the reduction of capital without the 
consent of the Court would be frustrated. The 
balance to the credit of profit and loss does not, it is 
true, automatically fill the hole that has been made in 
capital by depreciation, but this can be no answer to 
the decrees of the legislature that the company riiust 
see that no diminution of capital takes place without 
the sanction of the Registrar of Public Companies. 
People put their money into a trading concern to 
obtain an income, and although the stoppage of 
dividends for the purpose of making good a loss of 
capital might dangerously depreciate the value of the 
shares they are bound, it is submitted, to face the 
contingency. 

On the other hand, if it were permissible to con- 
tinue the payment of dividends without the replace- 
ment of capital assets that had been lost, it would be 
possible for promoters to float a company and then, 
by paying large dividends without the creation of a 
reserve, to inflate the value of the shares on the 
market to such an extent that members of the public 
would be tempted to acquire an interest in a concern 
which in reality had not the means to carry on 
the enterprise for which it was formed. If Lee v. 
The Neuchatel Asphalte Company were held to be 
good law, it would even be possible for the share- 
holders themselves, to conspire with the directors in 
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order to distribute capital invested in a wasting 
property, without the creation of a reserve^ and thus 
to dispose of their interests in the concern at a profit 
by sending up the price of the shares to a figure 
which was wholly unjustified by the financial position 
of the company. 

How to Work a Mine.— Take a case analagous to 
Lee V. The Neuchatel Asphalte Company. A syndi- 
cate is formed to acquire the mining rights over an 
area of i,ooo acres. It is found, after purchase, that 
the property contains only one small vein of aurifer- 
ous ore. The directors and a few of the largest 
shareholders becoming aware of this, decide to worjs 
the vein for all it was worth and to distribute the 
excess of receipts over expenditure, without creating 
a reserve for depreciation or taking any steps to 
preserve the financial position of the company. Good 
dividends are paid for two or three years; the 
market value of the shares goes up ; the members of 
the company naturally conceal the truth that the 
auriferous vein is all but exhausted ; that there is no 
prospect of striking another and that, if there were a 
prospect, there would be no money with which to 
begin operations. Meanwhile shareholders and the 
directors, who have had a considerable part of their 
capital returned in dividends resolve to dispose of 
their shares at the inflated price, and a new set of 
shareholders is induced to sink money in a worthless 
property. Beyond this, the large dividends and the 
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spurious value given to the shares have led those who 
have bad dealings with the company to believe that 
they have been doing business with a concern whose 
estate was yearly increasing in value, and yearly 
offering improved justification for the trust that they 
had given. Nor does it avail to draw distinctions 
between capital and revenue accounts for this pur- 
pose, because the Memorandum of Association is often 
so composed that the company it governs shall have 
power to undertake a secondary branch of business 
in which fixed capital may be silently converted into 
circulating capital with a view to distribution. But 
doubts have been expressed of the soundness of Lee 
V. The Neuchatel Asphalte Company, which will be 
dealt with in another section. 

The Companies Acts.— Nothing in the statute law 
is clearer than the injunction that companies cannot 
of their own free will pay away the capital which 
they have obtained from the public, reckless of the 
ultimate fate of the undertakings for which they were 
formed. The following sections of the Companies 
Act indicate the intentions of Parliamept in this 
respect : — 

The Companies Act, 1867, section 9: Any com- 
pany limited by shares may, by special reisolution, so 
far modify the conditions pontained In its memoran- 
dum of association, if authorised so to do by its 
regulations as originally framed, or as altered by 
special resolution, as to reduce its capital, but no such 
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resolution for reducing the capital of company shall 
come into operation until an order of the Court is 
registered by the Registrar of "Joint Stock Companies. 

Table A, Companies Act, 1862, section 73 : No 
dividends shall be payable except out of the profits 
arising from the business of the company. 

The Companies Act, 1877, section 3 : The word 
"capital" as used in the Companies Act, 1867, shall 
include paid-up capital ; and the power to reduce 
capital conferred by that Act shall include a power 
to cancel any lost capital, or any capital unrepre- 
sented by available assets, or to pay off any capital, 
which may be in excess of the wants of the company; 
and paid-up capital may be reduced, either with or 
without extinguishing or reducing the liability (if 
any) remaining on the shares of the company, and to 
the extent to which such liability is not extinguished 
or reduced, it shall be deemed to be preserved, not- 
withstanding anything contained in the Companies 
Act, 1867. 

Section 4 : The provisions of the Companies Act, 
1867, as amended by this Act shall apply to any 
company reducing its capital in pursuance of this 
Act and of the Companies Act, 1867, as amended by 
this Act. 

Provided that, where the reduction of the capital 

of a company does not involve either the diminution 

of any liability in respect of unpaid capital, or the 

payment to any shareholder of any paid-up capital. 

(i) The creditors of the Company shall not. 
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unless the Court otherwise direct, be en- 
titled to object, or - required to consent to 
the reduction, and — 
(2) It shall not be necessary, before the presen- 
tation of the petition for confirming the 
reduction to add, and the Court may if it 
thinks expedient so to do, dispense alto- 
gether with the addition of the words 
" and reduced " as mentioned in the Com- 
panies Act, 1867. 
In any case that the Court thinks fit so to do, it 
may require the company to publish in such manner 
as it thinks fit the reasons for the reduction of its 
capital, or such other information in regard to the 
reduction of its capital as the Court may think ex- 
pedient with a view to give proper information to the 
public in relation to the reduction of its capital by 
a company, and, if the Court thinks fit, the causes 
which led to such reduction. 

The minute required to be registered in the case of 
reduction of capital shall show, in addition to the 
other particulars required by law, the amount (if 
any) at the date of the registration of the minute 
proposed to be deemed to have been paid up on each 
share, 

(By section 15 of the Companies Act, 1867, the 
minute must receive the approval of the Court.) 

Section 5 : Any company limited by shares may 
so far modify the conditions contained in its memo- 
randum of association, if authorised so to do by the 

F 
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regulations as originally framed, or as altered by 
special resolution, as to reduce its capital by cancel- 
ling any shares which, at the date of the passing of 
such resolution, have not been taken or agreed to be 
taken by any person ; and the provisions of the 
Companies Act, 1 867, shall not apply to any reduc- 
tion of capital made in pursuance of this section. 

The Companies Act, 1880, section 3 : When any 
company has accumulated a sum of undivided 
profitSj which, with the consent of the shareholders, 
may be distributed among the shareholders in the 
form of a dividend or bonus, it shall be lawful for the 
company, by special resolution, to return the same, 
or any part thereof, to the shareholders in reduction 
of the paid-up capital of the company, the unpaid 
capital being thereby increased by a similar amount. 
The power vested in the directors of making calls 
upon the shareholders in respect of moneys unpaid 
upon their shares shall extend to the amount of the 
unpaid capital as augmented by such reduction. 

Section 4 : No such resolution as aforesaid shall 
take effect until a memorandum showing the particulars 
required by law in the case of a reduction of capital by 
order of the Court shall have been produced to be regis- 
tered by the Registrar of Joint Stock Companies. 

The Companies Act, 1907, section 9 : — 
Payment of Interest out of Capital. 

Where any shares of a company are issued for the 
purpose of raising money to defray the expenses of 
the construction of any works or buildings or the 
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provision of any plant which cannot be made profit- 
able for a lengthened period, the company may pay 
interest on so much of such share capital as is for the 
time being paid up for the period and subject to the 
conditions and restrictions in this section mentioned, 
and may charge the same to capital as part of the 
cost of construction of the work ; building, or plant : 
Provided that — 

(i) No such payment shall be made unless the 
same is authorised by the company's 
articles of association or by special resolu- 
tion of the company : 

(2) No such payment, whether authorised by 

the articles of association or by special 
resolution, shall be made without the pre- 
vious sanction of the Board of Trade : 

(3) Before sanctioning any such payment, the 

Board of Trade may, at the expense of 
the company, appoint a person to inquire 
and report to them as to the circumstances 
of the case, and may, before making the 
appointment, require the company to give 
security for payment of the costs of the 
inquiry. 

(4) The payment shall be made only for such 

period as may be determined by the 
Board of Trade : and such period shall in 
no case extend beyond the close of the 
half year next after the Jialf year during 
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which the works or buildings have been 
actually completed or the plant provided : 

(5) The rate of interest shall in no case exceed 

four per cent, per annum or such lower 
rate as may for the time being be pre- 
scribed by Order in Council : 

(6) The payment of such interest shall not 

operate as a reduction of the amount paid 
up on the shares in respect of which it is 
paid : 

(7) The accounts of the company shall show the 

capital on which, and the rate at which, ■ 
interest has been paid out of capital dur- 
ing the period to which the accounts 
relate. 
Section 39. — (i) A company may by special reso- 
lution confirmed by an order of the court modify the 
conditions contained in its memorandum of associa- 
tion so as to re-organise its capital, whether by the 
consolidation of shares of different classes, or by the 
division of its shares into shares of different classes : 
Provided always that no preference or special privi- 
lege attached to or belonging to any class of shares 
shall be interfered with except by a resolution passed 
by a majority of shareholders of that class, represent- 
ing three-fourths of the capital of the class and con- 
firmed in the same manner as a special resolution of 
company is required to be confirmed, and every 
resolution so passed shall bind all shareholders of 
such class. 
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{2) Where an order is made under this section an 
office copy thereof shall be filed with the registrar 
within seven days after the making of the order, and 
the resolution shall not take effect until such a copy 
has been so filed. 

From these sections it will be seen that the whole 
course of company legislation is directed against acts 
which may diminish the value of the company's 
assets in such a way that third parties may be de- 
ceived in their transactions with the company. Just 
as the legislature, by its limited liability Acts has 
given the shareholder a guarantee that he shall not 
be responsible to creditors beyond a defined amount, 
so it has decreed that that amount shall nevertheless 
be available, as far as possible, to meet liabilities in- 
curred by the company in the course of its legitimate 
operations. Each shareholder is protected against 
the creditors of the company to the extent of the 
contributive liability of all the rest, and, in con- 
sideration of this, the creditors must be protected 
against a secret reduction in the value of their limited 
security. (See McDougall v. The Jersey Imperial 
Hotel Company, 2 H. & M., 528, 12 W,R. 1142). 

Judicial Secessions. — Lord Davey, delivering 
judgment in Dovey v. Cory (infra), referred to the 
opinions of the Judges in the lower Court, saying : 
" They seem to have thought that a joint stock 
company, incorporated under the Companies Acts, 
may write off to capital losses incurred in previous 
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years, and may, in any subsequent year, if the 
receipts for that year exceed the outgoings, pay 
dividends out of such excess without making up 
the capital account. If this proposition be well- 
founded it appears to me that a company, whose 
capital is not represented by available assets, need 
never trouble itself to reduce its capital with the 
leave of the Court and subject to the other conditions 
imposed by the Act of 1877, in order to enable itself 
to pay dividends out of current receipts." 

Mr. Justice Farwell determined to accept this view 
in Bond v. The Barrow Hematite Steel Company, 
Limited (T.L.R, xviii. 249), and, in doing so, he was 
driven to a remarkable extension of the economic 
definition of circulating capital in order to reconcile 
his decision with the statutes. Of course. Lord 
Lindley's pronouncement in Verner v. The General 
Commercial Investment Trust {infra) was quoted 
and the reply was : " I do not understand his lordship 
to be laying down a general and universal rule that 
in every company fixed capital may be sunk and lost, 
but that there are companies in which that may be 
the case. All the authorities, however, agree, I 
think, that circulating capital must be kept up. 
Now, in the present case, the ;£■ 200,000 realized loss 
arises by the surrender of the leases of certain mines, 
by the pulling down of certain furnaces, and on the 
sale of certain cottages. The company is a smelting 
company on a very large scale and, for the conven- 
ience of its works and by way of economy, they 
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acquired the leases of the surrendered mines in order 

to supply themselves with their own ore 

The mines were drowned out, and the cost of pump- 
ing them out was prohibitive. The company, there- 
fore surrendered the leases, pulled down the blast 
furnaces and sold the cottages connected therewith. 
, . . . The defendants' witnesses all agree that 
in a company of this nature these items ought to 
come into account before any profit can be said to be 
earned, and my own opinion coincides with theirs, 
inasmuch as I think that the money invested in those 
items is properly regarded in this country as circulat- 
ing capital. 

Economists Dethroned. — " Suppose the company 
had bought enormous stocks of ore, sufficient to last 
ten years, it could hardly be said that the true 
value of so much of this as remained from time 
to time ought not to be brought into the balance 
sheet, and I can see no difference, for-the purpose of 
the account, between ore in situ and ore so bought in 
advance. The blast furnaces and cottages are mere 
accessories to the ore, and resemble a building for 
burning the stores bought in advance, already men- 
tioned." This decision, read with that in Dovey v. 
Cory appears to gweep away, once and for all, the 
distinction between fixed and circulating capital as a 
touchstone for company finance. If that from which 
circulating capital may be obtained is in itself circu- 
lating capital, then must the factory come within the 
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same category as the mine. If ore in situ is the same 
as ore bought in advance, the raw material in a store 
is the same thing as the finished product. In both 
cases the transformation is wrought by labour and 
skill. Again, if such " accessories " as cottages and 
furnaces to circulating capital in the form of a 
mine are themselves to become floating assets, there 
is no ground for excluding from that class the 
leasehold or the freehold premises which are the 
necessary accessories to the disposal of the stock-in- 
trade. Therefore, if it is compulsory to make good 
a loss to capital through the demolition of furnaces 
and the sale of cottages, it must be equally binding 
upon a company to maintain other forms of what 
was once known as fixed capital at a figure approxi- 
mating to its original value. 

The view of the question which must appeal most 
strongly to the man of business is that of Mr. Justice 
Chitty in Lubbock v. The British Bank of South 
America ([1892], 2 Ch. 128) as indicated in his 
example of the financial principle of profit and loss. 
" A man's business," he said, " is to make boots and 
shoes. He has ;£'io,ooo which he takes into the 
business as capital. He makes boots and shoes and 
spends the whole ;^io,ooo in doing it, and he sells 
and gets back from his customers a certain sum on 
the sale. He compares then — assuming he has sold 
all — what he has got back with his expenditure in 
producing the boots and shoes and putting them on 
the market and he finds that he has ;^ 10,000, his 
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capital intact, and the rest — if there is a rest remain- 
ing in his hands — is profit. On the other hand, if he 
has only ;^9,ooo, his capital is not intact and he has 
lost. It is exactly the same principle that has to be 
applied to a trading company under the Companies 
Acts." 

The loss to capital must be made good or it must 
be cancelled, and cancellation can only be done with 
the sanction of the Court. In Bannatyne v. The 
Direct Spanish Cable Company (34 Ch. D. 287) the 
company lost capital by the destruction of a cable, 
and having earned a profit on its remaining cables 
was anxious to pay a dividend without replacing the 
lost capital. Upon the advice of Sir Horace (now 
Lord) Davey an application was made to the^Court 
for the cancellation of the capital lost, and the 
argument was never advanced that it would have 
been legal to pay a dividend before disposing of the 
loss, either by recoupment or by cancellation, 

Sufficient unto the Year.— It is contended that, 
as the regulations of most companies provide that 
the accounts shall be balanced annually, the opera- 
tions of one year must be -kept apart from those of 
another when the profit and loss account is being 
made up. For instance, if a company with a capital 
of ;£'ioo,ooo were to lose ;^io,ooo in 1907, it must 
be held to have begun trading afresh, as it were, in 
1908 with a capital of dSgOjOOO, and the excess of 
receipts over expenditure may be divided as profit 
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among the shareholders, without replacing the whole, 
or any part of the ;£'io,ooo capital that had dis- 
appeared. Profits, it is said, are the excess of 
returns over advances, and the advances of the year 
include not ;£'ioo,ooo but ;£■ 90,000. If this principle 
is to be maintained by the Courts, there is nothing 
to prevent a company's distributing an accretion to 
capital which might be due merely to causes over 
which the company had no control and which were 
purely transitory in their operation. These distinc- 
tions and definitions have tended to lead the Courts 
to extremes which neither the public nor the Legisla- 
ture ever contemplated. It has always been a doc- 
trine of English law that the intentions of contracting 
parties shall have equitable consideration ; and it is 
certain, in spite of the decision in Lee v. The Neu- 
chatel Asphalte Company, that future judgments 
will have regard to the fact that those who have any 
dealings with a public company upon the under- 
standing that the paid-up capital is undiminished by 
the payment of dividends, will be protected against 
the secret manipulation of the company's finances 
which would deprive them of all security for their 
credit. The shareholders, too, are in need of similar 
protection, because in all but the rarest instances, 
they continue to hold their shares in the company 
under the belief that the capital, be it fixed or circu- 
lating, still remains unweakened in its power to earn 
profits. 
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Balm ol Hurt Minds. — It is argued that, while 
an increase or a decrease in the market value of 
fixed capital cannot be taken into account when 
estimating profits of the year, an increase or a 
decrease in the market value of circulating capital 
may enter into the profit and loss account, provided 
that the increase or the decrease is not due to purely 
temporary fluctuations in prices. This is the conten- 
tion of those who advocate the keeping distinct of 
each year's accounts. But if it is improper to drag 
into the balance sheet a loss to fixed capital in a 
previous year, it should be equally improper to make 
use of an estimated increase in circulating capital 
which could not be realized until a succeeding year. 
If the trading of the year before is to be excluded, 
that of the year after cannot be included whether the 
accounts have reference to fixed or to circulating 
capital. If an adverse event that is past is to be 
ignored there is no reason why a favourable con- 
tingency should be recognized. The loss of last year 
is a certainty ; the profit of next year is at best a 
probability, incalculable in degree. 

" Profits for the year," said Sir George Jessel in 
Dent V. The London Tramway Company ([1881] 16 
Ch. Div. 344), " mean the surplus in receipts, after 
paying expenses and restoring the capital to the 
condition it was in on the ist of January in that 
year." Here it was represented that the capital in 
question, the railway stock, &c., was to be restored 
to the condition it was in when the line was opened. 
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That may be correct ; but if depreciations had been 
deducted to an adequate extent each year, there 
would have have been no need to make the dis- 
tinction. The mistake lies in narrowing the scope 
of the balance sheet. No doubt, it is intended 
primarily to show the company's position and its 
profit and loss at the end of a year, but, as it is 
decreed by law that it shall be certified by auditors 
to give a true and correct view of the affairs of the 
company, it is impossible to argue that a loss to 
capital must be concealed by accountancy in the 
numerous items that are usually set forth. The 
balance sheet is not supposed to show the transac- 
tions of a company throughout a period of twelve 
months, but the position of the company at a fixed 
date. If it is justifiable to ignore a loss to capital, 
it should be equally justifiable to neglect other liabi- 
lities contracted in a previous year, and it would be 
necessary to write off debts twelve months outstand- 
ing. It is absurd therefore, to say that a company 
is entitled to turn its back upon the results of recent 
adversity and to hoodwink the public to a loss which, 
if it does not destroy, at all events impairs its working 
efficiency for years to come. No jeweller, for 
example, would enter upon a more expensive style 
of living because the market price of silver had 
risen and was likely to remain high for a year or 
two. The silver that he has on stock is his circu- 
lating capital ; he is a seller and he will dispose of 
it at the best price he can get j but before he has 
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realized his stock and has effected an actual turn- 
over, he declines to distribute profits, as yet unearned 
by adding to his personal expenses. On the other 
hand, although he is not a seller of his shop, which 
is fixed capital, it would be considered folly were 
he to ignore its altering value. If the neighbourhood 
were declining as a trading centre, he would make a 
reserve fund lest at a future day it might be to the 
interest of his business that he should acquire pre- 
mises elsewhere. Again, if the value of the shop 
were increasing, he might consider the increase in 
value as a kind of reserve fund, but it is certain 
that he would not embark upon a career of luxury 
because freehold values were rising. To adapt an 
excellent argument of Adam Smith's, what is prudent 
in the individual can scarcely be imprudent in a 
company, composed of individuals. Yet another 
distinction has been made with considerable plau- 
sibility. It is said that dividends must necessarily 
be paid out of capital where the shareholders invested 
their money in the purchase of a patent or a con- 
cession which, in its nature, could not exist beyond 
a fixed number of years. Here it is clear that, so 
far as the shareholders are concerned, the institution 
of a reserve against the expiration of the patent, 
would be no more than thfe postponement of a pay- 
ment to the close of the venture ; and it is asked 
why the distribution of the money should be delayed. 
As a rule there are not many companies which, on 
their own representations at all events, are formed for 
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the sole purpose of working a solitary patent; but 
assuming that there are some honest enough to admit 
that their foundations are of a crumbling nature, the 
statutes must apply to them as well as to their more 
substantial fellows. If the shareholders in such 
ephemeral companies themselves are frequently led 
to believe in their chances of continued existence, 
it is easy enough to see why the legislature ordained 
that all parties who may have dealings with the 
company shall have security for their trust. 
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CHAPTER VI. 

THE AUDITOR'S DUTIES. 

Negligence of the shareholder — Auditot's certificate 
and report — The New Act — The Railway Com- 
panies Act, 1867 — and the Building Societies Act, 
1894 — Shareholders' carelessness — The Liberator 
group of companies — Judicial views of auditor's 
duties — The auditor's report — Wasting assets — 
Spurious reserves — Depreciations — Bleeding a 
^f company — The auditot's. lapse — The London and 

Globe Company — Penalties to which auditors are 
liable. 

The Ritual of Audit. — The auditor of the present 
day dwells afar from the din of finance. He leads 
a kind of abstract life. He is a trustee to preserve 
the contingent remainders of shareholders' and direc- 
tors' provinces. Nominally he is the agent of the 
one ; actually he is the friend of the other. He 
maintains invariably a supine courtesy and he dis- 
tributes certificates with the equanimity of a Govern- 
ment official. It is not his fault that officially he 
is often moribund. The law decrees that he shall 
exist, and its officers, to whom he looks for instruc- 
tion in his duties, have so addled his head with 
conflicting commands that he is forced, for the sake 
of self-preservation to pursue a course of polite 
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disobedience. The fiat of his creation is section 21 
of the Companies Act, 1900, which declares that 
every company shall, at each annual general meeting^ 
appoint an auditor, or auditors, to hold office until 
the next annual general meeting, and that, if an 
appointment of auditors is not made at that meeting, 
the Board of Trade may, on the application of any 
member of the company, appoint an auditor for the 
current year, and fix the remuneration to be paid 
to him by the company for his services. The legis- 
lature has thus placed in the hands of the share- 
holder the means of protecting himself either against 
fraud, or against unsound finance on the part of the 
officials of the company which is being worked with 
his capital. Yet, although he must appoint an 
auditor, the Act cannot compel him to carry out the 
intentions of those who framed it by taking pains 
to find a person whose scrutiny of the accounts will 
be entirely above the suspicion of dangerous sym- 
pathies with those who are responsible for the balance 
sheet. In all probability the conflicting notions of 
an auditor's duties have led shareholders to adopt 
that laisser faire attitude, by which his work has 
been allowed so frequently to lapse into an inno- 
cuous formality. He is generally endowed with 
plenty of potential honesty but it is seldom suffered 
to become kinetic. 

A Financial Reviewer. — The auditor is little more 
than a reviewer of balance sheets. He scurries 
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through the books of the company and it would 
scarcely be surprising if now and then he appre- 
ciated a departure from the monotony of realities, 
when art has been dexterously invoked for the con- 
cealment of art. He is the agent of the shareholder, 
for the purposes of the work assigned to him, and 
he is privileged in having an unexacting principal. 
There are limitations to his agency. In Spackman 
V. Evans ([1868] L.R. 3 H.L. 170) it was decided 
that notice of facts to an auditor is not such notice 
to the shareholders as could deprive them afterwards 
of the right to object to any misconduct of the 
directors, or other officials, of which the auditors had 
knowledge. The auditor, however, being an agent 
of the shareholders, should be a person wholly inde- 
pendent of those who are responsible for the prepara- 
tion of the accounts which he is paid by the share- 
holders to examine. His report upon the accounts 
is to be made neither to the directors nor to the 
managers, but to the shareholders of the company, 
to whom those officers are themselves answerable for 
the conduct of the enterprise. 

Extended Liability. — Section 19 of the Companies 
Act, 1907, repealing section 23 of the Act of 1900, 
decrees (i) that every auditor of the company shall 
have a right of access at all times to the books and 
accounts and vouchers of the company, and shall 
be entitled to require from the directors and officers 
of the company such information and explanation 

G 
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as may be necessary for the performance of the 
duties of the auditors. 

(2) That the auditors shall make a report to the 
shareholders on the accounts examined by them, and 
on every balance sheet laid before the company in 
general meeting during their tenure of office, and 
the report shall state, 

{a) whether or not they have obtained all the 
information and explanations they have re- 
quired ; and, 

{b) whether, in their opinion, the balance sheet 
referred to in the report is properly drawn 
up so as to exhibit a true and correct view 
of the state of the company's affairs accord- 
ing to the best of their information and the 
explanations given to them, and as shown 
by the books of the company. 

(3) That the balance sheet shall be signed on behalf 
of the board by two of the directors of the company 
or, if there is only one director, by that director, 
and the auditors^ report shall be attached to the 
balance sheet, or there shall be inserted at the foot of 
the balance sheet a reference to the report, and the 
report shall be read before the company in general 
meeting, and shall be open to inspection by any 
shareholder, who shall be entitled to be furnished 
with a copy of the balance sheet and auditor's report 
at a charge not exceeding sixpence for every hundred 
words. 

(4) That a person, other than a retiring auditor, 
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shall not be capable of being appointed auditor at 
an annual general meeting unless notice of an inten- 
tion to nominate that person to the office of auditor 
has been given by a shareholder to the company 
not less than fourteen days before the annual general 
meeting, and the company shall send a copy of 
any such notice to the retiring auditor, and shall give 
notice thereof to the shareholders, either by advertise- 
ment or in any other mode allowed by the articles, 
not less than seven days before the annual general 
meeting : Provided that if, after a notice of the in- 
tention to nominate an auditor has been so given, an 
annual general meeting is called for a date fourteen 
days or less after that notice has been given, the 
notice, though not given within the time requir'ed by 
this provision, shall be deemed to have been properly 
given for the purposes thereof, and the notice to be 
sent or given by the company may, instead of being 
sent or given within the time required by this pro- 
vision, be sent or given at the same time as the notice 
of the general meeting ; and 

(5) that if any copy of a balance sheet which has 
not been signed as required by this section is issued, 
circulated, or published, or if any copy of a balance 
sheet is issued, circulated or published without either 
having a copy of the auditor's report attached thereto 
or containing such reference to that report as is 
required by this section, the company, and every 
director, manager, secretary, or other officer of the 
company who is knowingly a party to the default, 
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shall on conviction be liable to a fine not exceeding 
fifty pounds." 

In his report it was the law, until this year, that the 
auditor was merely to state whether, in his opinion, 
the balance sheet was properly drawn up so as to 
exhibit a true and correct view of the state of the 
company's affairs as shown by the books of the 
company. The extension of the auditor's duties in 
the new Act covers, in some degree, the views of the 
Courts in a good many cases, but as those views 
were not always uncontradicted by other authorities 
it is an advantage to shareholders to obtain an in- 
creased control over the work of their paid agents. 
The efficacy of the phrase " according to the best 
of their information and the explanations given to 
them " will prove to be great or small according to 
the views that the Bench may take in future, but 
it may be anticipated that, in any event, the obvious 
spirit of this section of the Act will not be ignored, in 
spite of the mass'of case-made law which has hitherto 
entrammelled judicial action. It might have been 
thought unnecessary to embody in the Act what was 
virtually the law laid down in Leeds Estate Building 
and Investment Company v. Shepherd ([1887] 36 
Ch. Div. 787) but such a course lifts a definite and 
important decision from the arena of legal dispute, 
and saves it from any chance of attack by lawyers 
who are armed with innumerable conflicting expres- 
sions of the Bench. 

The provision that either the report shall be at- 
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tached to the balance sheet, or the balance sheet 
shall have inserted at the foot a reference to the 
report, will prevent the continuance of the practice 
of publishing a report which conveys no information, 
together with the statutory certificate, and drawing 
up a totally distinct report which is never given to 
the public. 

Parliamentary Language. — The provisions of the 
Railway Companies Act, 1867, as regards the audit 
of accounts, is more exacting in the interests of the 
shareholders than the Companies Act, and it is diffi- 
cult to understand why they were not adapted and 
embodied in the measure of 1900, unless it was 
thought that such a masterpiece of English style 
could be produced only once in a century. 

Under section 30 it was enacted that " No divi- 
dend shall be declared by a company until the 
auditors have certified that the half-yearly accounts 
proposed to be issued contain a full and true state- 
ment of the financial condition of the company, and 
that the dividend proposed to be declared on any 
shares is bona fide due thereon, after charging the 
revenue of the half-year, with all expenses, which 
ought to be paid thereout in the judgment of the 
auditors; but if the directors differ from the judgment 
of the auditors with respect to the payment of any 
such expenses out of the revenue of the half-year, such 
differences shall, if the directors desire it, be stated in 
the report to the shareholders ; and the company in 
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general meeting may decide thereon, subject to all 
the provisions of the law then subsisting, and such 
decisions shall for the purpose of the dividend be 
final and binding ; but if no difference is stated, or if 
no such decision is given on any such difference, the 
judgment pf the auditors shall be final and binding, 
and the auditors may examine the books of the com- 
pany at all reasonable times, and may call for such 
further accounts, and such vouchers, papers, and 
information as they think fit, and the directors arid 
officers of the company shall produce and give the 
same as far as they can, and the auditors may refuse 
to certify as aforesaid, until they have received the 
same, and the auditors may at any time add to their 
certificate, or issue to the shareholders, independently 
at the cost of the company, any statement respecting 
the financial conditions and prospects of the company 
jirhich they think material for the information of the 
shareholders." 

The Building Societies Act, 1894, also imposed 
more comprehensive duties on auditors. By section 
2, every auditor, in attesting any such annual account 
or statement, shall either certify that it is correct, 
duly vouched and in accordance with law, or speci- 
filly report to the society in what respect he fiads it 
;incorrect, unVouched, or not in accordance with law, 
^nd shall also certify that he has at that audit actually 
iiispected the mortgage deeds and other securities 
Ijelonging to the society, and shall state the number 
of properties with respect to which deeds have been 
produced to and actually inspected by him. 
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Mr. Jorkins and Mr. Spenlow. — Shareholders, 
apparently impressed by the efforts of Parliament 
to protect their property, believe that the various 
enactments made for this purpose will work auto- 
matically. They think that they have done all that 
can be reasonably expected of them when they have 
formally appointed a firm of auditors to watch over 
their interests. They themselves are not account- 
ants; they have not always more than the vaguest 
ideas of the import of a balance sheet; they are 
unacquainted with the finesse of the financier and 
the wiles of the professional director ; and they lay 
the flattering unction to their souls that, because they 
pay several hundreds of pounds every year to a reput- 
able partnership of accountants, all must go well with 
the company that they have launched. Here their 
anxiety appears to cease. But quis custodiet ipsos 
custodies f It does not occur to the shareholders that, 
just as they, in their private affairs, do not like to 
have contingent liabilities hanging over their heads, 
this eminent firm of chartered accountants is eager 
to shift from its shoulders as much responsibility as 
the law of the land and its employers will permit 
The directors when confronted with objections to a 
.balance sheet ask indignantly whether the critic 
wishes to impugn the integrity of the auditors, and 
the auditors if questioned upon the results of their 
scrutiny, shrug their shoulders, point to their certifi- 
cate and report, and quote the latest dictum of a 
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law lord. Thus, the shareholder is referred from 
Mr. Jorkins to Mr. Spenlow, and from Mr. Spenlow 
to Mr. Jorkins until he wearies of trudging to and 
fro without becoming any the wiser about what, he 
is finally convinced, has ceased to be his own busi- 
ness. 

There is nobody but the shareholder who can 
prevent the auditor from shirking even more of the 
resposibility than he is entitled to avoid, and, on 
this account, it is surprising that the shareholders 
not only decline to interfere, as a rule, but show no 
desire to become acquainted with the nature and 
extent of the duties and responsibilities of the pro. 
fessional men who are their salaried servants. 

A Bow at a Venture. — The Liberator group of 
companies brought the subject prominently before 
the Courts in 1895, and Lord Justice Lindley, in 
the case of the London and General Bank (2 Ch. 
673) defined the duties and responsibilities of the 
auditor as follows : — " It is no part of an auditor's 
duty to give advice, either to directors or share- 
holders as to what they ought to do. An auditor 
has nothing to do with the prudence or imprudence 
of making loans, with or without security. It is 
nothing to him whether the business of a company 
is conducted prudently, or imprudently, profitably, 
or unprofitably. It is nothing to him whether divi- 
dends are properly, or improperly declared, pro- 
vided he discharges his duty to the shareholders. 
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" His business is to ascertain and state the true 
financial position of the company at the time of the 
auditj and his duty is confined to that. But then 
comes the question how he is to ascertain such 
position. The answer is by examining the books of 
the company. But he does not discharge his duty 
by doing this without enquiry, and without taking 
any trouble to see that the books of the company 
themselves show the company's true position. He 
must take reasonable care to ascertain that they do 
so. . . His first duty is to examine the books, 
not merely for the purpose of ascertaining what they 
do show, but also for the purpose of satisfying him- 
self that they show the true financial position of the 
company. . . An auditor, however, is not bound 
to exercise more than reasonable care and skill in 
making enquiries and investigations. What is reason- 
able care in any particular case must depend upon 
the circumstances of that case. When there is 
nothing to excite suspicion very little enquiry will be 
reasonable and sufficient, and in practice, I believe, 
business men select a few cases at haphazard, see 
that they are right, and assume that others like them 
are correct also. Where suspicion is aroused more 
care is obviously necessary." 

All Honourable Men. — It was afterwards held in 
this case that the auditor of the company was liable, 
jointly with the directors, to make good a dividend, 
which had been declared upon the strength of a mis- 
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leading certificate that he had given. Lord Justice 
Lindley continued : " I have no hesitation in saying 
that Mr. — --^ — did fail to discharge his duty to 
the shareholders in certifying and laying before them 
the balance sheet of February, 1892, without any 
reference to the report which he laid before the 
directors, and with no other warning than is con- 
veyed by the words ' The value of the assets as 
shown on the balance sheet is dependent on realisa- 
tion.' The most important asset in the balance 
sheet is put down as 'Loans to customers and other 
securities, ;^346,975,' and on these a full and detailed 
report was made to the directors, showing the very 
unsatisfactory state of these loans and securities, and 
it is impossible to read the oral evidence 'without 
coming to the conclusion that the entry of that large 
sum as a good asset without explanation was un- 
justifiable.' The duty of an auditor is to convey 
information." " A person whose duty it is to convey 
information to others does not discharge that duty 
by simply giving them so much information as is 
calculated to induce them or some of them to ask 
for information. Information and means of inform- 
ation are by no means equivalent terms." 

In the report of a Parliamentary Committee, Lord 
Davey is reported to have said that " an auditor is 
bound to know everything that the books tell him, 
and to have all the suspicions that the books suggest, 
and to make all the inferences to which what he finds 
in the books would lead him." 
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Watchdog, not Bloodhound. — The judgment of 
Lord Justice Lopes in the Kingston Cotton Mill 
Company case (No. 2 [1-896] 2 Ch. 289) followed 
that of Lord Justice Lindley, who, it was thought, 
did not entirely elucidate the auditors' position as 
regards " detective work." Lord Justice Lopes de- 
clared that the auditor was " a watchdog, not a 
bloodhound." "It is the duty -of an auditor" he 
added " to bring to bear on the work he has to per- 
form that skill, care and caution, which a reasonably 
competent, careful, cautious auditor would use. An 
auditor is not bound to be a detective, or as was said 
to approach his work with suspicion, or with a fore- 
gone conclusion that there is something wrong, . 

He is justified in believing tried 

servants of the company in whom confidence is 
placed by the company. He is entitled to assume 
that they are honest and to rely upon their repre- 
sentations, provided he takes reasonable care. If 
there is anything calculated to create suspicion he 
should probe it to the bottom, but in the absence of 
anything of that kind he is only bound to be reason- 
ably cautious and careful He does 

not guarantee the discovery of all fraud." 

The " watchdog " definition, however, did not 
appear fully to satisfy the Courts and an endeavour 
was made by Lord Justice Fitz-Gibbon to expand 
it, in the Irish Woollen Company v. Tyson. He 
asked : " Was not the watchdog bound to bark ? 
And if when sniffing round you hit upon a trail of 
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something wrong, surely you must follow it up, and 
there is just as much obligation on the auditor, who 
is bound to keep his eyes open, and his nose too. 
As in the case of the hound, the auditor will follow 
up this trail to the end, and the first things he will 
root up are those statements of accounts, and then 
the fraud is discovered." 

Mind and Matter. — Although it had been stated 
by more than one judge in the Court of Appeal that 
it was not the auditor's duty to do more than exercise 
his mind upon any suggestion of improper account- 
ancy or of defalcation, and that he was not bound 
to take stock, it was held in the London Oil Storage 
Company, Ltd., v. Seear, Hasluck & Co., that the 
auditor should take adequate steps to verify the 
existence of assets mentioned in the balance sheet. 
In this case Lord Chief Justice Alverstone directed 
the jury that an auditor " must exercise such reason- 
able care as would satisfy a man that the accounts are 
genuine, assuming that there is nothing to arouse his 
suspicion of dishonesty, and if he does that he fulfils 
his duty. If his suspicion is aroused his duty is to 
probe the thing to the bottom, and tell the directors of 
it and get what information he can." 

It was decided in the Leeds Estate Building and 
Investment Society, Ltd. v. Shepherd, that " It was 
the duty of the auditor not to confine himself merely 
to the task of ascertaining the arithmetical accuracy 
of the balance sheet, but to see that it was a true and 
accurate representation of the company's affairs." 
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Paid to be Suspicious. — When all the decisions 
of the Courts are read together it is evident that 
the responsibility of the auditor is not limited merely 
to collating the books of the company and ascer- 
taining whether the entries in one account tally with 
those in another. He is paid to be suspicious. He 
has nothing to do with the commercial methods of 
the company, but he has a great deal to do with its 
financial methods, for he is bound to give a certificate 
of the financial position of the company at the time 
of the audit. Anything in the books of the company 
which might excite suspicion in the mind of a com- 
petent accountant or of an ordinary man of business, 
is to be subjected to the same rigorous investigation 
by the auditor, as agent, that would have been 
carried out by the shareholder as principal. On the 
other hand, an auditor is not expected to warrant 
or to insure, or even to guarantee that the balance 
sheet is correct ; he gives an opinion, just as any 
professional man does, but he must be prepared to 
justify that opinion as being that which might be 
formed in the circumstances by any competent 
member of his calling. Auditors are in a different 
position from directors. They are not to assume 
that because the cashier charges ;£^ioo as having 
been paid, it has been so paid. Their duty is to 
require some primd facie evidence, such as a receipt, 
that the money was duly paid. If, on the other 
hand, the receipt, although apparently correct, were 
forged, it could not be contended that they were 
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responsible for passing it unless it was shown that 
something existed or appeared which to the mind 
of a reasonable person would suggest that forgery 
had taken place. Auditors must not trust others 
as to the accuracy of any document which it is their 
duty to examine themselves. 

Sins of Omission. — The report which the auditors 
were bound to make (Section 23, Companies Act, 
1900), upon the balance sheet was to state that it is 
drawn up in such a way as to exhibit " a true and 
correct view of the state of the company's affairs as 
shown by the books of the company." It was held 
that a balance sheet to which such a report is 
attached must not conceal any known cause of weak- 
ness in the financial position of the company, nor 
must it suggest anything which cannot be supported 
as being fairly correct from a business point of view. 
(In re London and General Bank, ante). This 
decision gains strength from the new enactment. 

If the auditors see that wasting assets are set down 
in a balance sheet at the same value as that which 
had been given to them years before, they are sup- 
posed either to insist upon a readjustment by the 
directors of the figures representing those assets, or to 
communicate their dissatisfaction to the shareholders. 
Although they cannot attempt to advise the company 
upon the management of its commercial affairs, they 
must intervene when items appearing on the balance 
sheet are palpably erroneous. Should they find from 
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the books that the amount representing credit given 
is such that, in the ordinary course of business, it 
cannot be realized to the full, they are bound to see 
that better provision is made for bad and doubtful 
debts. This is not always done in balance sheets 
which bear the signatures of the best known firms of 
auditors, nor is it unusual to find the names of the 
most eminent accountants appended to a company's 
statement of account, which sets out the figures of an 
enormous reserve fund, without informing the share- 
holders that the whole of that fund is invested in the 
stock of the company itself. The shareholder who 
receives a balance sheet of this kind, congratulates 
himself that the enterprise in which he has acquired 
an interest is able to guard itself against the com- 
mercial dangers of panics and alarms ; he believes, 
and no doubt, he is intended to believe, that the huge 
reserve has been invested outside the company, and 
that the directors can draw upon it in the event of an 
emergency, which might mean ruin to a concern that 
was not thus insured. The reserve fund is regarded 
by the shareholder as a form of insurance, and it is 
scarcely honest on the part of auditors to allow the 
directors to deceive the shareholders by leading them 
to place their trust in a fund which must perish in 
the disaster that it is created to avert. It is true 
that in some cases the companies are honourable 
enough to add a note in the balance sheet, inform- 
ing the shareholder that the reserve fund, or part of 
it, has been invested in the business, and in certain 
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circumstances, no doubt, it is an excellent invest- 
ment from one point of view ; but there are com- 
panies trading under names that lift them above the 
faintest suspicion of the public, which are guilty of 
attempting to conceal year by year the fact that 
their reserves are wholly invested in stock, which 
must vanish in a crisis with that which it exists to 
replace. (The question of reserves is treated fully in 
Chapter VII). 

Eternal Plant Life. — It is a common practice, too, 
not to write off a sufficient sum for depreciations in 
a wasting property, or to give to buildings owned by 
the company an absurdly increased value, on the 
ground that the district in which they are situated is 
becoming a better trade area with higher rentals. If 
an auditor has any doubts upon either of these points 
he should have an independent valuation made. In 
times of vigorous competition the expenses of carry- 
ing on the business of a new company are often so 
great that directors are unwilling to charge the revenue 
account with depreciations, seeing that, were they to 
do so, there would be no possibility of paying a divi- 
dend. Hundreds of balance sheets issued every year 
show that in the case of patents and machinery which 
must soon be superseded by newer inventions, nothing, 
or scarcely anything, is allowed for the gradual expira- 
tion of the one or for the wear and tear of the other ; 
and the board of the company is permitted without 
remonstrance by the auditors to defer the creation of 
a reserve for what is obviously a vanishing asset. 
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In some cases the Articles of Association allow the 
distribution, as dividend, of the excess of the proceeds 
of working above the expenses of working, without 
the accumulation of a sinking fund to make good 
depreciations ; and distinctions are drawn between 
complete and continuous ventures. This practice, it 
is submitted, is contrary to the spirit, if not to the 
letter, of the statute law. (The subject is dealt with 
minutely in Chapter V.) There are cases in which 
a company's patents, for instance, are but a part of 
its property, and the directors, neglecting all else, 
propose dividends upon the profits derived from these 
patents without making allowance for their approach- 
ing expiration, or even for losses in other directions. 
It may be answered that shareholders are voracious, 
and that they are eager to have a dividend, even 
though it could not be paid under sound manage- 
ment. That, however, does not excuse the wilful 
deception practised by directors of such companies, 
with the tacit approval of the auditors. Did the 
shareholders realize that the amounts paid to 
them as dividends in these cases represented, not 
a return on capital, but a small part of capital 
itself, and that the dividends paid in such a way were 
rapidly making it impossible that the members of the 
company should ever receive back anything like the 
amount they had invested, to say nothing of interest, 
they would not sanction the action of the board. A 
company in such a position is in a state of factitious 
liquidation. The assets are being realized gradually, 

H 
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and the proceeds are being divided among creditors, 
who, so far from having the slightest chance of mak- 
ing money out of the transaction, must consider 
themselves fortunate if they get five or ten shillings 
in the pound. 

A Cong^enial Descent. — The case of Lee v. The 
Neuchatel Asphalte Company (41 Ch. D. i) referred 
to on page 56 gave a gracious impetus to the auditor 
in his lapse from the position of an independent super- 
visor of the directors, appointed by the members of 
the company. The opinions of the Courts are at last 
showing a tendency to veer round, and some of the 
cases, which are cited in Chapter V. give every hope 
that the persistent connivance at the strategy of 
directors which has recently characterized the auditor's 
attitude will receive a check. Stanesby, who is 
generally recognized as an authority upon account- 
ancy, writing with special reference to building 
societies, did not mince his words. 

" The object of an audit," he declared, " is not ful- 
filled by the mere tracing of all the cash which is 
shown to have been received into the hands of the 
bankers, and then seeing that such amount has been 
expended or paid away for legitimate purposes, and 
that every payment has been duly vouched. . . . 
The auditors must examine whether the cash so re- 
ported and accounted for is really the whole amount 
that has been paid. Audits have proved simply the 
means of aiding a thief of the most unblushing 



THE AUDITOR S DUTIES. 99 

character by covering his nefarious proceedings with 
a delusive mantle of fictitious authentication, and 
buttressing the reputation of a man who was per- 
petrating the most cruel frauds with the names of 
men whose character may have been as unsullied 
and unimpeachable as their judgment has proved 
to be defective." 

Shareholders must realize that they have all the 
power in their own hands if they care to organize and 
use it. They can decline to re-elect a firm of 
auditors who have ceased to act in their interests, or 
whose examination of the accounts submitted to 
them has been marked by a neglect of the principles 
of sound finance. 

A House of Cards. — The gradual lapse of the 
auditor from his original position as the custodian 
of the shareholders' interests is demonstrated by the 
fact that the balance sheets, which are criticised in 
Chapter IV., were signed by some of the best known 
firms of chartered accountants. The fate of the firms 
which have been issuing these balance sheets is still 
undecided ; and if the questionable system of account- 
ancy which characterises their annual statements is 
not in itself evidence against the auditors who sanc- 
tioned them, it would be easy to point to concerns 
which have collapsed, after a slow decline into bank- 
ruptcy, that had been watched through all its phases 
by the auditors and concealed, up to the last moment, 
with their acquiescence. The report of the Official 
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Receiver in the winding-up of the London and 
Globe Finance Corporation, Ltd., is a glaring ex- 
ample of the way in which a company's balance 
sheets may contain, with the approval of the auditors, 
those innumerable items which make the materials for 
a tale, full of sound and fury — signifying nothing. The 
directors, in most cases, gave the nominal values in 
the books of the company as the realizable values) 
" but," the reports adds, " the estimates so made 
were wholly fallacious as the following results of 

realization will show : — 

Estfmated Value. Realized, 
(a) " Shares in Allied Companies" ... 
(i) Shares in Subsidiary Companies... 
{c) Shares in other Subsidiary Com- 
panies 

(d) Shares in other Companies 

{e) Book debts 

(f) Investments in Shares 

Shares in other companies included items upon 
which the receiver made the following comments : 
" Of the 48,242 Le Roi No. 2 shares 17,457 were 
pledged with creditors, the remaining 30,785 were 
sold by the voluntary liquidators. The whole of the 
52,695 Lake View shares were pledged with creditors 
by whom they have been realized. No surplus be- 
came payable to the company. The 148 Le Roi 
mining shares were sold by the voluntary liquidators." 
Here is another note by the Receiver : " Immediately 
before the balance-sheet of the 5 th December, 1900, 
issued by the London and Globe, the Standard Ex- 
ploration Company agreed to purchase from the 
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London and Globe a mining property known as ' The 
Option Blocks Proprietary' for ;£■ 100,000. The 
London and Globe has never been in a position to 
deliver this property, nor the Standard Company to 
pay for it. Under an order of the court the contract 
between the two companies has been rescinded. The 
property has since realized ;^5oo." 

The balance-sheets containing these items had all 
been examined by the auditors, and, apparently, they 
were unable to discover anything to arouse their sus- 
picion. No stronger evidence of the utter worthless- 
ness of the modern audit could be adduced ; and 
shareholders who suffer their money to be paid to 
chartered accountants whose duties have been reduced 
to an idle formality, deserve little commiseration on 
their ultimate ruin. It is plainly the duty of the 
auditor to remember that investments of the kind 
which appeared on the balance-sheets of the London 
and Globe Finance Corporation have a realizable 
value that is very different from their market value- 
It was nothing but a dereliction of that duty which 
permitted the publication of the statements of accounts 
which long misled and ultimately ruined hundreds of 
shareholders. 

Pains and penalties. — Auditors are ofificers of the 
company, and, as such, they may be compelled to 
refund to the company the amount of a dividend 
which could not have been declared but for the falsity 
of their certificate. " Any person who in any return 
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report, certificate, balance-sheet, or other document^ 
required by or for the purpose of the Act (Companies 
Act, 1900) wilfully makes a statement false in any 
material particular, knowing it to be false, shall be 
guilty of a misdemeanour, and shall be liable on con- 
viction or indictment to imprisonment for a term not 
exceeding two years, with or without hard labour, 
and, on summary conviction, to imprisonment for a 
term not exceeding four months, with or without hard 
labour. In either case a fine may be imposed in lieu 
of imprisonment. This section (28) applies to com- 
panies registered before the Act was passed. In 
Whitaker Wright's case, it will be remembered, action 
was taken under sections 81 to 84 of The Larceny 
Act, 1 86 1. Subjoined is the text of these sections : — 

81. — Whosoever, being a director, member or public 
officer of any body corporate or public company, 
shall fraudulently take or apply for his own use or 
benefit, or for any use or purposes other than the use 
of such or purposes of such body corporate or public 
company, any of the property of such body corporate 
or public company shall be guilty of a misdmeanour, 
and be liable on conviction to penal servitude for a 
term not exceeding seven years, or to imprisonment, 
with or without hard labour, fpr a term not exceeding 
two years. 

82. — Whosoever, being a director, public officer, or 
manager of any body corporate or public company, 
otherwise than in payment of a just debt or demand. 
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and shall, with intent to defraud, omit to make, or to 
cause or direct to be made a full and true entry thereof 
in the books and accounts of such body corporate or 
public company shall be guilty of a misdemeanour — 
punishment as above. 

83. — Whosoever, being a director, manager, public 
officer, or member of any body corporate, or public 
company, shall, with intent to defraud, destroy, alter, 
mutilate, or falsify any book, paper, writing, or valu- 
able security, belonging to the body corporate or 
public company, or make or concur in the making of 
any false entry, or omit or concur in omitting any 
material particular, in any book of account or other 
document shall be guilty of a misdemeanour — punish- 
ment as above. 

84. — Whosoever, being a director, manager, or 
public officer of any body corporate or public com- 
pany, shall make, circulate, or publish, or concur in 
making, circulating and publishing, any written state- 
ment or account, which he shall know to be false in 
any material particular, with intent to deceive or de- 
fraud any member, shareholder, or creditor of such 
body corporate or public company, or with intent to 
induce any person to become a shareholder or partner 
therein, or to entrust or advance any property to such 
body corporate or public company, or to enter with 
any security for the benefit thereof, shall be guilty of 
a misdemeanour — punishment as above. 
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CHAPTER VII. 

RESKRVES AND RESERVE ACCOUNTS. 

Reserve Fund and liability to shareholders — Provision 
of Table A — The division of profits — Certain and 
contingent liabilities — Purposes of a reserve — 
"Preliminary expenses" — The false reserve — A 
question of investments — A case in point — The 
essential character of a reserve — Surplus invested 
in the business. 

A Permissive Clause. —Nearly every company 
provides for the creation of a reserve account out of 
profits, and this is represented as a liability to 
shareholders. Section 74, Table A, of the Com- 
panies Act, 1862, states that the directors may, 
before recommending any dividend, set aside out of 
profits of the company such sum as they think proper 
as a reserve fund to meet contingencies, or for 
equalizing dividends, or for repairing or maintaining 
the works connected with the business of the com- 
pany, or any part thereof; and the directors may 
invest the sum so set apart as a reserve fund in such 
securities as they may select. There is nothing, 
however, to compel a company to divide the whole 
of its profits, notwithstanding the existence of re- 
gulations to that effect. (Stringer's Case, 4 Ch. 494). 
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The liabilities which the reserve is accumulated to 
meet may be certain or contingent. In the first class 
the company must include the wear and tear of plant, 
depreciations of floating assets, and allowances for 
bad and doubtful debts. Such an account is opened 
to maintain the company in a condition that will 
guarantee the existence of the business as a profit- 
earning enterprise, and the amounts named in it 
cannot be returned directly to the shareholders. It 
is a little misleading to place items representing these 
deficiences on the Dr. side of the balance sheet, for 
they are in fact deductions from the assets. The true 
reserve is a surplus of assets, obtained from a correct 
valuation, over all liabilities. It is therefore clear 
that there can be no real reserve fund until such an 
item as " preliminary expenses " has disappeared 
from the statement of accounts. A reserve may also 
be set aside for the purpose of equalizing dividends, 
so that the large profit of one year may contribute to 
the maintenance of the company's dividend -paying 
reputation in a less prosperous season. A fund of 
this kind, accumulated out of profits, does not lose its 
character of undivided profits until some act is done 
by the company which effectually converts it into 
capital, (Sugdenz/. AUsbury, W.N. (1890)^112,45 
Ch. D., 236, and BoUch v. Sproule, 12 App. Cas. 385). 

The True Reserve. — A reserve formed to meet 
such contingent liabilities as unforseen financial diffi- 
ciilties, that is to say, a fund constituted of cash or 
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that for which cash can be readily obtained, is repre- 
sented on the credit side of the balance sheet by in- 
vestments. Such a fund is a true insurance against 
emergency, because it can be used at a moment's 
notice to tide over a temporary adversity. When 
no investments appear on the- credit side it is 
obvious that the reserve is distributed among the 
assets, in other words, is being used for the purpose of 
carrying on the trading of the company. Sometimes 
it stands for an increase in the value of fixed capital, 
such as premiums on shares, freeholds and leaseholds, 
which are believed to have acquired an enhanced 
value. An item of this kind represents a part of the 
capital, which has been set forth as reserve, because 
the company cannot increase its capital without legal 
proceedings. If it represents premiums on shares then 
it is a capital profit, and it cannot be distributed in 
dividends. Its value is, moreover, always open to 
question when there are no investments to place 
against it on the credit side of the balance sheet. It 
was cash, and it is the duty of the shareholders to 
ask what has become of that cash. In the first 
balance sheet printed in Chapter IV. (p. 33) there is a 
general reserve fund of £85,000. This money has 
been invested in the business and cannot therefore be 
drawn upon to aid the company in a period of 
financial stress. From the second balance sheet in 
the same Chapter (p. 37) it will be seen that, a year 
later, the general reserve fund was increased to 
£116,000 by premiums received on the issue of 
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further shares, and that all this cash is represented by 
nothing on the other side of the balance sheet but 
assets that are not generally realizable and are sub- 
jected to the very risks which a shareholder expects a 
reserve fund to counteract. As the investments — 
^12,000 in Consols, balance the redemption of lease- 
holds, lands, etc., £31,000 cash obtained by way of 
premiums has disappeared among the other items of 
the credit account. Is the money in the assets, free- 
holds and leasehold properties, fixtures, fittings, uten- 
sils, etc., household furniture, horses, vans, and harness .' 
If it is, then its value as a reserve is nothing, because 
these assets cannot be realised until the liquidation of 
the company. Is it in stock-in-trade ? If it is, it is 
wasting and perishable. If an individual were to 
invest his profits in household furniture and to argue 
that ^uch an investment was equivalent to a holding 
of Consols, he would excite derision. When a public 
company takes an analagous course, it is thought to 
be endowed with wisdom. The truth is that, in nine 
cases out of ten, the reserve which appears on a 
company's balance sheet has sprung from an over 
valuation of assets, and there it stands increasing 
year after year, balanced by what are generally 
dwindling and always inconvertible assets. 

The issue of shares when there is the chance of 
premiums on them is another part of a system of 
fallacious accounts. With a balance sheet showing 
a large reserve and a fine array of assets, it is easy to 
achieve that end when capital has been lost or paid 
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away in dividends. The premiums in this case are 
applied to making good a shortage in the paid-up 
capital. 

A Cause of Confusion. — Much of the difficulty 
and confusion that exist in the minds of shareholders 
arises from the misapplication of the term " Reserve 
Fund." If the surplus of assets over capital and 
liabilities is employed in the working of the business 
it is an abuse of terms to call it a reserve fund. The 
impression that such a name conveys to the share- 
holder is that the amount which appears on the 
balance sheet under the title " Reserve Fund " is the 
value of cash or easily convertible securities of which 
the company can make use at any moment without 
impairing its profit-earning capacity. It may be a 
part of the original capital which is not required for 
carrying out the enterprise for which the company 
was formed ; but so long as it remains available to 
meet a cash contingency it is correctly described as 
a reserve fund. If, on the other hand, there is merely 
a reservation of profits, and those profits are dis- 
tributed over the accounts to stop the holes in a 
capital account, it is a misrepresentation to describe 
the process as the establishment of a reserve. 

The test is here that which has been already in- 
sisted on in Chapter IV., for balance sheets generally. 
It is a question of setting cash assets against cash 
liabilities. " Reserve fund " conveys to the mind the 
idea of a cash accumulation, or, at least, the posses- 
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sion of rapidly realizable securities. It is sometimes 
said that if the surplus is invested in the business the 
company will possess a greater credit, and all the 
more money may be raised on the increased security 
of the capital vested in the concern. Such an argu- 
ment is suicidal. It might be contended with equal 
plausibility that the individual who invested his sav- 
ings in furniture was rendering his financial position 
all the more secure because, when confronted with some 
unsuspected liability he could the more easily obtain 
a bill of sale. Yet it is commonly the case that a 
company expends profits upon buying or improving 
assets, and then represents the amount expended on 
the other side of the balance sheet under the title of 
Reserve Fund. More often, however, the figure 
supposed to represent a reserve fund is arrived at 
only by an over valuation of assets. 
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BOOKS IN THE PRESS. 



JOHNSTON ON SMALL HOLDINGS AND ALLOT- 
MENTS ACTS, with Commentary, Rules and Regulatiohs. 
By George Arthur Johnston, of the Inner Temple and the 
Western Circuit, Barrister-at-Law, Author of " The Agricultural 
Holdings Act, 1906 ". Royal 8vo, Price 16j, net. 
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NEW BOOKS. 

THE POLICE OFFICERS' GUIDE TO THE ALIENS 
ACT,1905— STREET BETTING ACT, 1906— EMPLOY- 
MENT OF CHILDREN ACT, 1903— PREVENTION OF 
CRUELTY TO CHILDREN ACT, 1904— PREVENTION 
OF CORRUPTION ACT, 1906 — SEAMEN'S AND 
SOLDIERS' FALSE CHARACTERS ACT, 1906— MID- 
WIVES ACT, 1902— MOTOR ACT, 1903— MUSICAL 
(SUMMARY PROCEEDINGS) COPYRIGHT ACT, 1902 
—MUSICAL COPYRIGHT ACT, 1906— PISTOLS ACT, 
1903— LIGHTS ON VEHICLES ACT, 1907 — WILD 
BIRDS PROTECTION ACT, 1904. By a Solicitor. 
Price \s • 

THE COMPANIES ACTS, 1900 and 1907. The important 

changes clearly stated for the use of business men. Showing the 
effect for Promoters, Directors, S:cretaries, Vendors Solicitors, 
Auditors, Shareholders, Secured and Unsecured Creditors, etc. 
With the full text of the Acts and a print of the previous sections 
incorporated with them. By James W. Reid, Solicitor. Price 
2s. 6d. net. 

AN EVERYDAY GUIDE FOR THE SECRETARY, 
VENDOR, PROMOTER, DIRECTOR, ACCOUNTANT 
OR MANAGER OF A LIMITED COMPANY, with a 
note on Limited Partnerships, by T. Hallett Fry, Barrister at- 
Law, and T. Howard Dbighton, Solicitor. Price 2s. 6d. net. 

JONES' BOOK OF PRACTICAL FORMS FOR USE IN 
SOLICITORS' OFFICES. Vol. II. Containing about 

250 Precedents, comprising (inter alia) Agreements for Sale, Hire- 
purchase, and of Employment, an Affiliation Agreement, an 
Abstract of Title, Requisitions, Conveyances, Assignments, Mort- 
gages, Tenancy Agreements and Leases, Assignments for benefit 
of Creditors, Bills of Sale, Bills of Exchange, Statutory Declara- 
tions, Apprenticeship Indentures, Articles of Clerkship, Deeds 
relating to Rent-charges, Bonds, and Notices, together with a 
Miscellaneous Collection of everyday Forms. With Dissertations, 
Notes, and References. By Charles Jones. Price 5s. net. 

THE COMPANIES ACTS, 1900 and 1907, with Com- 
mentaries. By P. F. SiMONSON, M.A., of the Inner Temple, 
Barrister-at-Law, Author of a Treatise on the Law relating to 
Debentures and Debenture Stock. A revision of this Author's 
successful work on the Companies Act, 1900. Price 5s. net. 

LAWS RELATING TO FOREIGNERS AND FOREIGN 
CORPORATIONS. By G. F. Emery, L.LM., of the 
Inner Temple, Esquire, Barrister-at-Law; Author of "Treatises 
on Patent Law," "Company Law," and "The Workmen's Com- 
pensation Acts ". Crown 8vo. 

THE COMPANIES ACT, 1862 to 1907, with Cross Refer- 
ences and a Full Analytical Index, comprising the Full Text of all 
the Statutes withall Amendments and Repeals. By Wm. God- 
den, LL.B., B.A., Solicitor, and Stamford Hutton, Barrister-at- 
Law, Price 5s. net, 
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MODERN BALANCE SHEETS : an Analysis of Company 
Finance. By B. V. St. Clair Mackenzie, B.A., Ban-ister-at- 
Law. With Historical Chapters by the late Anthony Pulbrook, 
Solicitor. Price 2s. 6d. net. 

THE LAW AND PRACTICE OF DIYORCE. By G. L. 

Hardy, of the Inner Temple, Barrister-at-Law. Price 5s. net. 

TRADERS AND RAILWAYS (THE TRADERS' CASE). 

By Thomas Waghorn, Barrister-at-Law. Price 4s. net. 

THE DUTIES AND POWERS OF AN ARBITRATOR IN 
THE CONDUCT OF A REFERENCE. By Arthur 
Reginald Rudall, Barrister-at-Law. Price 4s. net. 

THE AGRICULTURAL HOLDINGS' ACT, 1906. With 

an Introduction thereto, and Comments thereon, together with a 
Summary of the Law relating to Agricultural Holdings under the 
Agricultural Holdings' Acts, 1S93-1900. By George Arthur 
Johnson, Barrister-at Law. Second Edition, Revised and En- 
larged. Price 3s. 6d. net. 

THE LAW OF TRADE UNIONS. Being a Text-Book 

concerning Trade Unions and Labour. By T. Seton Jevons, 
B.A., Barrister-at-Law. 

THE LONDON COMMERCIAL DICTIONARY. Being an 

Explanation of the Trade Terms and Phrases in Common Use. 
By W. G. Cordingley. 

WILSON'S 
LEGAL AND USEFUL HANDY BOOKS. 

"This house is famous for its le^fal and commercial handbooks." — Schoolmaster. 
"Popular handbooks of this kind arc of real benefit to the community." — Weekly 
Dispatch. 

PRICES ALL NET. 

Law of Bills, Cheques, Notes and 1 U's. 

Seventieth Thousand, completely revised. By James Walter 
Smith, Esq., LL.D., of the Inner Temple, Barrister-at-Law. 
Price Is. 6d. 

Joint-Stock Companies (1862-1907). 

New and Revised Edition. Twenty-ninth Thousand. By James 
Walter Smith, Esq., LL.D. Price 2s. 6d. 

The Law of Private Trading Partnership (including the 
1907 Act). 

Thirtieth Thousand. By James Walter Smith, Eeq., LL.D. 
Price Is. 6d. 

Master and Servant. Employer and Employed, in- 
cluding the "Workmen's Compensation Act, 
1906 ". 

Nineteenth Thousand. By James Walter Smith, Esq., LL.D, 
Price Is. 6rf, . 
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Husband and Wife. 

Engagements to Marry, Divorce and Separation, Children, etc. 
By Jahes Walter Smith, Esq., LL.D. Eleventh Thousand. 
Price 2s. 6d. 

Owner, Builder and Architect. By james Walter smith, 

LL.D. Price Is. 

Law of Trustees under the Act, 1893, and the Judicial 
Trustees Act of 1896. 

Their Duties and Liabilities. New and Revised Edition. By R. 
Denny Urlin, Esq., of the Middle Temple, Barrister-at-Law. 
Price Is. 

The Investment of Trust Funds under the Trustee Act, 
1893. 

By R. Denny Urlin, Esq. Price U. 

The Law of Residential and Business Flats. 

By Geo. Blackwell, Esq., of the Inner Temple, Barrister-at- 
Law. Price Is. 6d. 

Executors and Administrators, their Duties and 
Liabilities. "How to Prove a Will." 

By G. F. Emery, Barrister-at-Law. Second Edition. Price 2s. 

Law of Wills for Testators, or. How to Make a Will. 

By G. F. Emery. Price Is, 6d. 

How to Appeal against your Rates 

(In the Metropolis). By A. D. Lawrie, Esq., M.A., Barrister-at- 
Law. Fourth Edition, revised and enlarged. Price 2s. 

How to Appeal against your Rates 

(Outside the Metropolis). By A. D. Lawrie, Esq., M.A., Barrister- 
at-Law, Sixth and Enlarged Edition. Price 3s. 

Investor's Book-keeping. 

By Ebenezer Carr. Price Is. 

The Stockbroker's Handbook. 

A Practical Manual for the Broker, his Clerk, and his Client. 
New Edition, with chapter on Options. Price Is. 

The Stockbroker's Correspondent. 

Being a Letter-writer for Stock Exchange Business. Price Is. 

The Juryman's Handbook. 

By Spencer L. Holland, Barrister-at-Law. Price Is. 

Income Tax, and how to get it Refunded. 

Twentieth Revised Edition to embody alterations caused by the 
Finance Act, 1907. By Alfred Chapman, Esq. Price 2s. 

Land Tax : and how to get it Corrected. 

With Appendix, containing Instructions to Assessors, 1897. By 
John Arnott, F. S.I. Price Is. 

The Law of Bankruptcy. 

Showing the Proceedings from Bankruptcy to Discharge. By 
C. E. Stewart, Esq., Barrister-at-Law. Price 2s. 
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Hoare's Mensuration for the Million ; 

Or, the Decimal System and its application to the Daily Employ- 
ment of the Artizan and Mechanic. By Chables Hoare. Price Is, 

Ferguson's Buyers and Sellers' Guide ; or, Proiit on 
Return. 

Showing at one view the Net Cost and Return Prices, with a 
Tabic of Discount, New and Rearranged Edition. Price Is. 
Leather, 2s. 6d. 

Bills of Sale. 

By Thos. W. Haycraft, Esq., Barrister at-Law. Price 2s. 6d. 

Schonberg's Chain Rule : 

A Manual of Brief Commercial Arithmetic. Price Is. 

County Council Guide. The Local GoYernment Act, 1888. 

By R. Denny Urlin, Esq., Barrister-at-Law. Price Is. 6rf. 

Lunacy Law. 

An Explanatory Treatise on the Lunacy Act, 1890, for all who 
have the charge of, or are brought in contact with, persons of 
unsound mind. ByD.CHAMiER, Esq., Barrister-at-Law. Price ls.6rf. 

Houses and Lands as Investments. 

With Chapters on Mortgages, Leases, and Building Societies. 
By R. Denny Urlin, Esq., Barrister-at-Law. Price Is. 
How to Invest Money. By E. R. Gabbott. Price Is. 

From School to Office. Written for Boys. By F. B. Crouch. 
Price Is. 

Pearce's Merchant's Clerk. 

An Exposition of the Laws regulating the Operationi of the 
Counting House. Twenty-9fth Edition. Price 2s. 
The Theory of Book-keeping. By Benjamin Seebohm. Price Is. 

Double Entry; or, the Principles of Perfect Book- 
keeping. Fourth Edition. By Ernest Holah. Price 2s. 

Validity of Contracts in Restraint of Trade. 

By William Arnold Jolly, Barrister-at-Law. Price Is. 

Pawnbroker's Legal Handbook, based upon the Act 
of 1872. 

By Chan-Toon and John Bruce. Esqa., Barristers. Price Is 

A Complete Summary of the Law Relating to the Eng- 
lish Newspaper Press. Price is. 

The Neutral Ship in War Time. 

By A. Saunders. Price Is. net. 

Schedule D of the Income Tax and how to Deal with it. 

By S. W. Flint. Price Is. net. 

Law of Water, Gas and Electric Lighting. 

By Lawrence R. Duckworth, Barrister-at-Law. Third and 
Revised Edition. Price Is. 6rf. 
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The Traders' Guide to the Law relating to the Sale 
and Purchase of Goods. 

By L. R. Duckworth, Esq., Barrister-at-Law. Price Is. 6d. 

Law Affecting the Turf, Betting and Gaming-Houses 
and the Stock Exchange. 

By Lawrence Duckworth, Barrister-at-Law. Price Is. 

Law Relating to Trustees in Bankruptcy. 

By Lawrence R. Duckworth. Price Is. 

The Law Relating to Landlord and Tenant. 

By Laurence Duckworth, Barrister-at-Law. New and Revised 
Edition. Price 2s. net. 

Law Relating to Insurance Agents, Fire, Life, Accident 
and Marine. 

By J. E. R. Stephens, Barrister-at-Law. Price Is. 

Railway Law for the " Man in the Train ". 

Chiefly intended as a Guide for the Travelling Public. By 
George E. T. Edalji, Solicitor. Price 2s. 

The Law Relating to Personal Injuries. 

Assault and Battery, Injuries by Animals, Negligence, Slander 
and Libel, Malicious Prosecution, False Imprisonment, Damages. 
By Frederick George Nbave, LL.D., Solicitor. Price Is. 6rf. net. 

The Law Relating to Injuries to Workmen. I. At Com- 
mon Law. II. Under the Employers' Liability Act, 
1880. III. Under the Workmen's Compensation Acts, 
1897, 1900, and the Cases decided thereunder. 

By Frederick George Neave, Solicitor. Price Is. 6d. 

The Compulsory Taking of Land by Public Companies 
and Local Authorities. 

By T. Waghorn, Barrister-at-Law. Price 2s. net. 

The Law Relating to Railway Traffic. 

By Thos. Waghorn, of the Inner Temple, Barrister-at-Law. 
Price 2s. 

The Law Relating to the Payment of Commission. 

By W. Holland LuPTON.B.A., Barrister-at-Law. Price Is.Gd. net. 

Workmen's Compensation Act, 1906. By G. P. Emery, 

LL.M, Price Is. 



ALDENHAM, LORD (H. H. GIBBS). 

A Colloquy on Currency. New Edition, revised and 
enlarged. Price 10s. net. 

AMERICAN EXCHANGE RATES 

Calculated from $4.75 to $4.95 to suit any range of 
exchange in Am?ricao Shares or Produce. Pricp 40^. qet- 
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ARNOLD, W. 

The Maritime Code of tiie Empire of Germany. 
Translated by William Arnold. Price 6s. net. 

ATTPIELD, J. B. 

English and Foreign Banks : a Comparison. 

Contents :— The Constitution of Banlts; The Branch 
System ; The Functions of Banks. Price 3s. 6d. net. 

BANK AND STOCK EXCHANGE ANECDOTES. 

Edited by " A Lame Duck ". Price Is. net. 

BARCLAY, ROBERT. 

The Disturbance in the Standard of Value. Second 
and enlarged Edition. Price 2s. 

BARTON, PERCY E,, Barrister-at-Law. 

Some Questions on Banking with Answers thereto, 
being the Questions set in this subject at the final Exams. 
(1895-1906) of the Institute of Bankers and the Answers 
thereto. Second Edition. Price 2s. 6rf. net. 

BATY, T., D.C.L. 

First Elements of Legal Procedure. Price 3^. 6d. net. 

BEATTY, CHARLES, Solicitor of the Estate Duty Office, 
SomeFset House. 

A Practical Guide to the Death Duties and to the Pre- 
paration of Death Duty Accounts. Second Edition en- 
larged, embracing alterations caused by the Finance Act, 
1907. Price 4s. net. 

BIRKS, H. W. 

Half-yearly Comparative Analysis of the Balance Sheets 
of London Joint Stock and Private Banks. Published 
February and August of each Year. Sheet Form, price 
Is. ; Book Form, bound leather, price as. net. 

Investment Ledger. Designed for the Use of Investors. 
Bound leather. Price 3s. 6d. net. 

BLACKWELL, P. T., B.A. 

The Law relating to Factors : Mercantile Agents who 

sell and buy goods on commission, and who have goods 

entrusted to their care, including the Factors Act, 1889, 

and the repealed Factors Acts. Price 5s. net. 

" It is a handy work, and brings the law on this subject within a moderate 

compass." — Law Times. 

BOOTH, A. A., and M. A. GRAINGER. 

Diagram for calculating the yield on Redeemable 

Stocks. Price 10s. 6d. net. 
By means of a small ruler and a table of lines the true yield 
on a bond or stock purchased at a given price, which is redeem- 
able either at or above par, can be obtained at ojjce without 
calculation of any kind, 
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BOSANQUET, BERNARD T. 

Universal Simple Interest Tables, showing the Interest 

of any sum for any number of days at 100 different rates, 
from I to 12^ per cent, inclusive ; also the Interest of any 
sum for one day at each of the above rates, by single 
pounds up to one hundred, by hundreds up to forty thousand, 
and thence by longer intervals up to fifty million pounds. 
8vo, pp. 480. Price 21s. cloth. 

BOURNE'S INSURANCE PUBLICATIONS. 

Directory. Cloth gilt, price 5 j-.; post free, 5/. 6(/. (annual). 

Handy Assurance Manual. In Card cover, Is., by post. 
Is. 2d. ; in Cloth cover. Is. 64., by post, \s. 8d. ; in Pocket- 
book, with convenient pocket, 2s. 6rf., bypost,2s.8rf. (annual). 

Guides. Published each month. 

January — The Handy Assurance Guide — Seventeenth 
Year. February — Annual Bonuses. March — Expense 
Ratios of Life Offices. April — The Handy Assurance 
Guide. May — New Life Business and its Cost. June 
— The Handy Fire Insurance Guide. July — The Handy 
Assurance Guide. August — Valuation Summaries. 
September — Accident and Guarantee Insurance Guide. 
October-^The Handy Assurance Guide. November — New 
Life Business and its Cost. December — Premium Rates. 

They are clearly printed on cards folding to 5 in. by 3 in., 
and giving in a singularly compact and convenient form 
the latest statistics of all the Offices. Price 3d., by post, 
a^d. ; per dozen 2s. 6d. ; per 100, 16s. 8rf. 

BROWN, NICOL, i and CHARLES CORBETT TURN 
BULL. 

A Century of Copper. Statistical Review of the Nine- 
teenth Century and the first Five Years of the Twentieth 
Century. Second Edition. Price 2s. 6d. net. 

BURGON, JOHN WILLIAM. 

Life and Times of Sir T. Gresham. Including notices of 
many of his contemporaries. In two handsome large 
octavo volumes, embellished with a fine Portrait, and 
twenty-nine other Engravings. Published at 30s. Offered 
at the reduced price of 10s. net. 

CASTELLI, C. 

Theory of "Options " in Stocks and Shares. Price 25. net. 

CHAMIER, DANIEL. 

Law relating to Literary Copyright and the Authorship 

and Publication of Books. Price 5s. net. 
" The work may be conscientiously recommended for any one requiring a cheap 
and trustworthy guide." — Athenaiim. 

CHARLTON, R. H. 

Useful Information for Gold JVlining Investors. Price Is. 
net. 
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CHEViLLIARD, G. ~~^ 

Le Stock Exchange. Les usages de la place de Lottd- 
res et les Fondes Anglais. Deuxieme edition Revue et 
Augmentu. Price 10s. 6rf. net. 

CHISWELL, FRANCIS. 

Key to the Rules of the Stock Exchange. Embodying 
a Full Exposition of the Theory and Practice of Business 
in the " House " Price 7i. 6d. net. 

GLARE, GEORGE. 

A Money Market Primer and Key to the Exchanges. 
Second Edition, revised. Recommended by the Council of 
the Institute of Bankers. With Eighteen Full-page Dia- 
grams. Price 5s. net. 

COBB, ARTHUR STANLEY. 

Threadneedle Street, a reply to " Lombard Street," and 
an alternative proposal to the One Pound Note Scheme 
sketched by Mr. Goschen at Leeds. Price Ss. net. 

Mr. Goschen said at the London Chamber of Commerce, 
"Mr. Stanley Cobb proposes an alternative to my plan, 
and I recommended the choice between the two " 

CORDINGLEY, W. G. 

Dictionary of Stock Exchange Terms. Price 2s. 6d. net. 

Guide to the Stock Exchange. Price 2s. net. 

First Years of Office Work. Price 2s. net. 

A Counting-House Guide. Containing Copies of the 

Chief Commercial Documents now generally used together 
with pro formd Invoices, Account Sales, etc., and useful 
business Tables and Calculations. Price 7s. 6d. net. 

COUMBE, E. H., B.A. (Lond.). 

A Manual of Commercial Correspondence. Including 
Hints on Composition, Explanations of Business Terms, and 
a large number of Specimen Letters as actually in current 
use, together with information on the General. Commercial 
Subjects treated in the Correspondence. Price 2s. 6d. net. 

COUNTY COURT PRACTICE MADE EASY, OR, DEBT 
COLLECTION SIMPLIFIED. 

By a Solicitor. Third and Revised Edition. Price 

2s. ed. net. 
COWAN, A. 

The X Rays in Freemasonry. New Edition. Enlarged. 

Price 5s. net. 

CROSBIE, ANDREW, and WILLIAM C. LAW. 

Tables for the Immediate Conversion of Products into 
Interest, at Twenty-nine Rates, viz. : From One to Eight 
per cent, inclusive, proceeding by Quarter Rates, each 
Rate occupying a single opening. Hundreds of Products 
being represented by Units. Fourth Edition, improved 
and enlarged. Price 12s. 6rf. net. 
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CUMMINS, CHARLES. 

2f per cent. Interest Tables. Price 5^. net. 

CUTHBERTSON, CLIYE, B.A. 

A Sketch of the Currency Question. Price 25. net. 

" An admirable resumd of the controversy between monometallists and bimetal- 
lists." — Times. 

DEL MAR, ALEX. 

History of the Monetary Systems in the various States. 
Price 15i. net. 

The Science of Money. Second revised Edition. Demy 
8vo, price Gs. net. 

Chapters on — Exchange. Value as a Numerical Re- 
lation. Price. Money is a Mechanistn. Constituents of a 
Monetary Mechanism. History of Monetary Mechanisms. 
The Law of Money. The Unit of Money is all Money. 
Money contrasted with other Measures. Limitation is the 
Essence of Moneys. Limitation : a Prerogative of the 
State. Universal Money a Chimera. Causes and Analysis 
of a Rate of Interest. Velocity of Circulation. Relation of 
Money to Prices. Increasing and Diminishing Moneys. 
Effects of Expansion and Contraction. The Precession 
of Prices. Revulsions of Prices. Regulation of Moneys. 

DEUTSCH, HENRY. 

Arbitrage in Bullion, Coins, Bills, Stocks, Shares and 
Options, containing a Summary of the relations between- 
the London Money Market and the other Money Markets 
of the World. Price 10s- Gd. net. 

DONALD, T. 

Accounts of Gold Mining and Exploration Companies. 

With Instructions and Forms for rendering the same to 
Head Office. Price 3s. 6d. net. 

DOUGHARTY, HAROLD, r.S.S. 

Annuities and Sinking Funds ; Simple and Compound 
Interest, together with Notes. Price 2s. 6d. net. 

DUCKWORTH, LAWRENCE R. 

An Epitome of the Law Affecting Marine Insurance. 

Second and Revised Edition. Price 3s. 6d. net. 
The Law of Chanter Parties and Bills of Lading. 

Second and Revised Edition. Price 2s. 6d. net. 
The Law of General Average. New Edition. Price 2s. 6ii. 

net. 

DUGUID, CHAS. 

How to Read the Money Article. Fifth Edition. Price 
2s. 6d. net 
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EASTON, h. t. 

History and Principles of Banks and Banking. Second 

Edition. Price 5s. net. 
Tlie Work of a Bank. Third and Enlarged Edition. 

Price 2s. net. 

ELGIE, T. H. 

Commercial Efficiency, a IManual of Modern Methods. 

Saving HAoney, 'Time, and Labour. Second Edition. Price 

Is. net ; Cloth, Is. 6rf. net. 
Metric Ready- i^eckoner. Imperial to Metric. Metric 

to Imperial. Price 2s. 6rf. net. 
Factory Wages Tables, 55^ hours. Calculated to the 

nearest Farthing. Price 2s. 6rf. net. 

ELLISON, THOMAS. 

Cotton Trade of Great Britain. Including a History of 
the Liverpool Cotton Market and the Liverpool Cotton 
Brokers' Association. Price 15s. net. 

EMERY, G. P., LL.M. 

Handy Guide to Patent Law and Practice. Second and 

Revised Edition. Price 15s. net. 
•'The book is one which a layman will Bnd extremely useful, and 'we can 
conlidently recommend it also to solicitors."— Law Notes. 

ENNIS, GEORGE, and ENNIS, GEORGE FRANCIS 
MACDANIEL, 

The Registration of Transfers of Transferable Stocks, 
Shares, and Securities; with a Chapter on the Forged 
Transfers Act, and an Appendix of Forms. Price 7s. 6rf. net. 

EXCHANGE TABLES. 

Dollars or Taels and Sterling at Different Rates from 
Is. 3d. to 3s. 8d., ascending by t\i of a penny. Price 9s. net. 

POYSTER, W. H., Solicitor and Notary, Clerk to the 
Justices at Salford. 

A Magisterial Handbook, being a Concise Outline of 
the Every-day Functions of Magistrates, with Tables of 
OH'ences, and Matters Cognisable by them. Price 2s net 

GABBOTT, E. R. 

How to Invest in Mines : a Review of the Mine, the 
Company and the Market. Price 2s. 6d. net. 

GARRATT, JOHN. 

Exchange Tables, to convert the Moneys of Brazil, the 
River Plate Ports, Chili, Peru, Ecuador, California, China 
Portugal, Spam, etc. (Milreis and Reis, Dollars and Cents, 
Pesetas and Centimos), into British Currency varying by 
eighths of a penny. Price 10s. 6d. net. ' s / 
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GISBS, Hon. HERBERT. 

A Bimetallic Primer. Third Edition, revised. Price Is. 
net. 

GILBERT. 

Interest and Contango Tables. Price 10s. net. 

GODDEN, WILLIAM, LL.B., B.A., and HUTTON, 
STAMFORD. 

The Companies Acts, 1862-1907, and the New Table A. 
With cross references and a full analytical Index. Com- 
prising the full text of all the statutes with all amendments 
and repeats down to 1907 and the forms and fees prescribed 
by the Board of Trade under the Act 1900. Price 5s. net. 

GOSCHEN, the late Right Hon. VISCOUNT. 

Theory of Foreign Exchanges. Eleventh Thousand. 8vo. 
Price 6s. net. 

GREYILLE, M. E. 

Prom Veld and " Street ", Rhymes more or less South 
African. Price Is. net. 

GUMERSALL. 

Tables of Interest, etc. Interest and Discount Tables, 
computed at 2J, 3, 3^, 4, 4^ and 5 per cent., from 1 to 365 days 
and from £1 to £20,000; so that the Interest or Discount 
on any sum, for any number of days, at any of the above 
rates, may be obtained by the inspection of one page only. 
Twentieth Edition, in 1 vol., 8vo (pp. 500), price 10s. 6rf. 
net ; "cloth, or strongly bound in calf, with the Rates per 
Cent, cut in at the fore-edge, price 16s. 6rf. net. 

HAM'S 

Customs Year-Book. A new List of Imports and Ex- 
ports, with Appendix arid a brief account of the Ports and 
Harbours of the United Kingdom. Published Annually. 
Price 3s. ; with Warehousing Supplement, 4s. 6rf. net. 

Inland Revenue Year-Book. The recognised book of 
Legal Reference for the Revenue Departments. Published 
Annually. Price 3s. ; with Warehousing Supplement, 
4s. 6d. net. • 

HAM, PANTON. 

Universal Interest Table. For calculating Interest at 
any Rate on the Moneys of all Countries. Price 2s. 6rf. net. 

HARLOW, EDWARD. 

Examination Questions in Book-keeping. Including 
Papers set at the Society of Arts and the Institute of 
Bankers' Examinations. -Price 2s. 6d. net. 

HIBBERT, W. NEMBHARD, LL.D. 

Law relating to Company Promoters, Priq^ 55, n^t. 
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HIGGINS, LEONARD R. 

The Put-and-Call. Price 35. 6d. net. 

HIGGINSON, CHAS. J. 

Food and Drugs Adulteration : A Manual for Traders 
and others. Being a Consolidation of the Sale of Pood and 
Drugs Act, 187S, Sale of Food and Drugs Amendment Act, 
1879, Margarine Act, 1887, Sale of Food and Drugs Act, 
1899. Second Edition, revised and enlarged. Price 
3j. 6d. net. 

HOUSTON'S ANNUAL FINANCIAL REVIEW. 

A Carefully Revised Precis of Facts regarding Canadian 
Securities. Annually. Price 20s. net. 

HOWARTH, WM. 

Our Banking Clearing System and Clearing Houses. 
Third and Enlarged Edition. Price 3s. 6d. net. 

The Banks of the Clearing House. A Short History 
of the Banks having a Seat in the London Bankers' Clear- 
ing House. Price 3s. 6d. net. 

HUGHES, T. M. P. 

Investors' Tables for ascertaining the true return of 
Interest on Investments in either Permanent or Redeem- 
able Stocks or Bonds, at any rate per cent., and Prices 
from 75 to 140. Price 6s. 6d. net. 

RUNNINGS, A., Chief Rate Clerk, Hackney. 

The Ratepayer's Guide to the Quinquennial Valuation. 
Advice to Householders, Landlords, and Tradesmen. Price 
Is. net. 

HUTCHISON, JOHN. 

- Practice of Banking ; embracing the Cases at Law and in 
Equity bearing upon all Branches of the Subject. Volumes 
II. and III. Price 21s. each. Vol. IV. Price 15s. 

INGRAM. 

Improved Calculator, shovi^ing instantly the Value of any 
Quantity from One-sixteenth of a Yard or Pound to Five 
Hundred Yards or Pounds, at from One Farthing to Twenty 
Shillings per Yard or Pound. Price 7s. 6d. net. 

JACKSON, GEORGE. 

Practical System of Book-keeping, including Bank 
Accounts. Revised by H. T. Easton, Twenty-fourth 
P4it)On. Pric? 5i. pet. 
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JOHNSON, GEORGE, F.S.S., A.I.S. 

Book-keeping and Accounts, with Notes on Auditing. 
Price 7s. 6d. net. 

( Mercantile Practice. Deals with Account Sales, Ship- 
ping, Exchanges, Notes on Auditing and Book-keeping. 
Price 2s. 6d. net. 

JONES, CHARLES. 

The Solicitor's Clerk : the Ordinary Practical Work 
of a Solicitor's Office. Fifth Edition. Price 2s. 6rf. net. 

The Solicitor's Clerk. Part II. A continuation of 
the " Solicitor's Clerk," embracing Magisterial and 
Criminal Law, Licensing, Bankruptcy Accounts, Book- 
keeping, Trust Accounts, etc. Price 2s. 6rf. net. 

The Business Man's County Court Guide. A Practical 
Manual, especially with reference to the recovery of Trade 
Debts. Third and Revised Edition. Price 3s. 6d. net. 

Book of Practical Forms for Use in Solicitors' Offices. 
Containing over 400 Forms and Precedents in the King's 
Bench Division and the County Court. Vol. I. Second and 
Revised Edition. Price $s. net. 

JONES, HUGH. 

A Guide to the Liquor Licensing Acts. Price 2s. M. net. 
JOURNAL OF THE INSTITUTE OP BANKERS. 

Monthly, Is. Qd. 

JUDICIAL TRUSTEES ACT, 1896. 

And the Rules made thereunder. By a Solicitor. 
Price 2s. 6rf. net. 

KERR, ANDREW WILLIAM, F.S.A. (Scot.). 

Scottish Banking during the Period of Published 
Accounts, 1865-X896. Price 5s. net. 

KILLIK, STEPHEN H. M. 

Argentine Railway Manual, 1907. With Map clearly 
showing the Various Systems. Price 2s. 6d. net. 

KINMOND'S UNIVERSAL CALCULATOR FOR OB- 
TAINING IN A FEW FIGURES— 

Part I. The Cost of any number of things at any price, 
including tons, cwts., qrs., lbs., etc. Part II. The Interest 
of any sum of Money for any time and at any rate. Price 
2s. 6d. net. 

KITCHEN, F. HARCOURT, B.A. 

Principles and Finance of Fire Insurance. Price Qs. net, 
KNOWLES, Y. DEYEREUX. 

Evidence in Brief, a Clear and Concise Statement ot 
the principles of Evidence. Price 2s. Qd. net. 

KOLKENBECK, ALFRED. 

Rates of Stamp Duties on Bills of Exchange all ovgr 
tbf World. Price Is. net. 
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LATHAM, EDWARD. 

French Abbreviations : Commercial, Financial and 
General. Price 25. 6d. net. 

LAWYERS AND THEIR CLIENTS. 

A Practical Guide for the Latter. Price 25. net. 
LECOFFRE, A. 

Tables of Exchange between France, Belgium, Switzer- 
land and Great Britain ; being French Money reduced into 
English from 25 francs to 26 francs per pound sterling, 
in Rates each advancing by a quarter of a centime,' showing 
the value from one franc to one million of francs in English 
Money. 21s. net. 

Tables of Exchange between Austria, Holland and 
Great Britain. Price IBs. net. 

Tables of Exchange between Germany and Great 
Britain. Price ISs. net. 

Tables of Exchange between United States of America 

and Great Britain, and vice versd from $4"75 to$4"95 per 
pound, in Rates advancing by ^ of a cent, and by ^V of ^ 
penny. Price 25s. net. 
Tables of Exchange for English Money with Eastern 
Currencies, and mce versd. Rupees, Is. 3Jd. to Is. 4Jd. Yens, 
Piastres and Taels, from Is. 9ii. to 3s. l^fd. Price21s.net. 

LEWIS, WILLIAM. 

Tables for finding the Number of Days, from one day 
to any other day in the same or the following year. Price 
12s. 6d. net. 
LITHIBY, JOHN. 

The Law of District and Parish Councils. Being the 
Local Government Act, 1894, with an Appendix containing 
Numerous Statutes referred to in, or incorporated with, 
the Act itself; including the Agricultural Gangs Act, the 
Agricultural Holdings Act, the Allotments Acts, Baths and 
Washhouses Acts, Burial Acts, Fairs Acts, Infant Life 
Protection Act, Knackers Acts, Lighting and Watching 
Act, Public Improvements Act, Public Libraries Acts, and 
numerous Extracts from the Public Health Act, 1875, and 
other Statutes. Also the Orders and Circulars of the Local 
Government Board, together with copious Notes and a full • 
Index. Second Edition, revised and enlarged. Demy Svo, 
659 pages. Price 15s. net. 

LLOYDS' 

Brokerage (5 per cent.) and Discount (10 per cent.) Card. 

Price 6d. 

LOYD, A. C. 

Lectures on Bills of Exchange. Introductory to the 
Codifying Act of 1882. With the TcJ^t qf the Act. Price 
3s, 6rf. net. 



54 'frtRteAoNEEDLE StREET, LoNDON. 19 

1 LYNCH, H. F. 

Redress by Arbitration ; being a Digest of the Law 
relating to Arbitration and Award. Fourth and Revised 
Edition. Price 5s. net. 

McEWEN'S 

Bankruptcy Accounts. How to prepare a Statement 
of Affairs in Bankruptcy. A Guide to Solicitors and others. 
Price 2s. 6d. net. 

MACKENZIE, Y. ST. CLAIR, Barrister-at-Law, 

The Law Relating to Powers of Attorney and Proxies. 

Price 3s. 6d. net. 
The Dynamics of the Fiscal Problem.. Price is. net. 

MoMAHON, J. B. B., B.A. (Lond.), of the Middle Temple, 
Barrister-at-Law. 

The Law of Licensing Affecting the Sale of Intoxicating 

Liquors, and Theatres, Music and Dancing Halls and 
Billiard Rooms. Price 5s. net. 

MARRACK, RICHARD, M.A. 

The Statutory Trust Investment Guide. The par- 
ticulars as to Investments eligible, compiled and arranged 
by Fredc. C. Mathieson and Sons. Second Edition, 
revised and enlarged. Price 6s. net. 

* We think the authors have executed their task well, and that their book will be 
found useful. We have often thought that a lawyer and a practical man writing in 
concert might produce a very excellent book." — Law Quarterly Review. 

MARRIOTT, THOMAS, Solicitor, and GREGG, B. M., 
Superintendent of the West Riding Constabulary. 

A Constable's Duty and How to Do It (in reference 
to the Administration of the Criminal Law and Constabu- 
lary Practice), together with Concise Criminal Code and an 
Appendix of Indictable Offences Triable Summarily. With 
an Addendum containing the New Licensing Act. Third 
Edition. Price 3s. 6d. net. 

MATHIESON, FREDC. C, & SONS. 

" Mathieson's publications are the well-tried servants of every investor and 
speculator who knows a useful reference handbook when he sees it." — Westminster 
Gazette. 

Monthly Traffic Tables ; showing Traffic to date and 
giving as comparison, the adjusted Traffics of the corre- 
sponding date in the previous year. Price 6d., by post 7d. 
iWonthly. 

American Traffic Tables. IVIonthly. Price 6d., by 
post, 7d. 

Highest and Lowest Prices, and Dividends paid during 
the past six years. Annually. Price 2j. dd. net. 
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MATHIESON, FREDC. C, & ^OKB.— continued. 

Provincial Highest and Lowest Prices as quoted on 
the following Stock Exchanges : Birmingham, Dublin, 
Edinburgh, Glasgow, Leeds, Liverpool, Manchester and 
Sheffield. Annually. Price 2s. 6d. net. 

Six IWontiis' Prices and Dates. Uniform witli "Highest 
and Lowest Prices ". Annually, in July. Price 2i. 6d. net. 

Handbook for Investors. A Pocket Record of Stock 
Exchange Prices and Dividends for Past Ten Years of 2000 
Fluctuating Securities. Price 2s. 6d. net. 

Twenty Years' Railway Statistics, 1887-1907. Annually. 
Price Is. net. 

Investor's Ledger. Price 3s. 6d. net. 

Monthly Mining Handbook. Price I5. net. 

Redeemable Investment Tables. Calculations checked 
and extended. By A. Skene Smith. Price 15s. net. 

Stock Exchange Ten-Year Record of Prices and Divi- 
dends to the end of 1907. Imperial 8vo. 428 pp. Price 
10s. net. 

MAUDE, WILLIAM C , Barrister-at-Law. 

Property Law for General Readers. Price 85. 6d. net. 

MAY, J. E. 

Institute of Bankers' Examinations. Preliminary 

Examination Questions in Arithmetic and Algebra for the 
Years 1880-1903, with Answers. Price Is. 6d. net. 

MELSHEIMER and GARDNER. 

Law and Customs of the London Stock Exchange, 
Fourth Edition. By William Bowstead. Price 7s. 6rf. 

MERGES, F. A. D. 

Indian Exchange Tables. A New Edition, Showing 
the Conversion of English Money into Indian Currency, 
and vice versd, calculated for every Thirty-second of a 
Penny; from Is. to Is. Gd., price 15s. net. 

Indian Interest Tables, from 1 to 15 percent, per annum 
of 360 and 365 days; also Commission, Discount and 
Brokerage from 1 anna to 15 per cent. Price 8s. net. 

Indian Ready Reckoner. Containing Tables of Rates 
by Number, Quantity, Weight, etc., including fractions of a 
Maund, at any rate from J Pie to 250 Rs. ; also Tables of 
Income, Exchange (Is. 2d. to Is. 8d.), Interest and Com- 
mission. Sixth Edition, Price 25s. net. 

New and Simple System of Book-keeping for Indian 

Currency. Price 5s. 6d. net. 
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ILPORD PHILIP. 

Pocket Dictionary of Mining Terms. Fourth Ed. Price 
' Is. net. 

MUNRO, ANDREW. 

Book-keeping Down to Date. Fourtli and Revised Edi- 
tion. Price 2s. Gd. net. 
Key to Exercises in the Above. Price 25, 6d. net. 

MY LAWYER: THE UP-TO-DATE LEGAL ADYISER. 

With Concise Forms of Wills, Agreements, Notices, 
etc. By a Barrister. Price 6s. net. 

NASH, ROBERT LUCAS. 

The Investor's Sinking Fund and Redemption Tables. 

Showing Investors the Return offered by Securities in the 
shape of Interest — Drawings — Redemptions — Terminable 
Annuities. Adapted for Ready Reference by Stock Brokers, 
Bankers, and all who hold Securities, or require to Invest in 
them. Third and Revised Edition. Price 10s. 6d. net. 

NEAYE, FREDERICK GEORGE, Solicitor, LL.D. 

A Handbook of Commercial Law. Price 3s. 6d. net. 

NORRGREN, L., Secretary of the Russian Consulate- 
General in London. 

Russian Commercial Handbook. Principal Points 
from the Russian Law on Bills of Exchange, on Customs 
Formalities in Russian Ports, on Clearing of Goods from the 
Qustom House, on Stamp Duty, on the Russian Mining Law, 
and on JMiscellaneous Commercial Matters. Price 4s. net. 

NORMAN, F. S. C. 

Tables of Commission and Due Dates, Price 2s. net. 

NORMAN, J. H. 

Universal Cambist. A Ready Reckoner of the World's 
Foreign and Colonial Exchanges of Seven Monetary and 
Currency Intermediaries, also the Present Mechanism of 
the Interchanges of Things between Man and Man and 
between Community and Community. Price 12s. 6d. net. 

Money's Worth, or the Arithmetic of the Mechanism 
of the World's Present Interchanges of Seven Monetary 
and Currency Intermediaries. Price 2s. 6d. net. 

OPPENHEIM, FREDERIC. 

Universal Interest Tables J^ P^"" f^^"*- *° ^ P^^' '^^"*-' 
Advancing A^ at a Time. Interest based on 360 days and 
365 days to the year. Price 4s. net 
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PAGET, Sir J. R., Bart. 

Legal Decisions Affecting Bankers. Edited and 
Annotated by Sir John R. Paget, Bart., Barrister. Issued 
under the sanction of the Council of the Institution of 
Bankers. Price 6s. net. 

PAYITT, ARTHUR, and YYELIN, ALBERT, Baron de 
Beville (" Saxo-Norman "). 
Mirabeau and Gambetta, Two Friends of Old England, 
with some accjunt of J. Bonhomme. With Talleyrand's 
Entente Cordiale, 1792. Price 2s. 6d. net. 

PHILLIPS, MABERLY. 

A History of Banks, Bankers and Banking in North- 
umberland, Durham and North Yorkshire, illustrating the 
commercial development of the North of England from 
1755 to 1894. With numerous Portraits, Pac-similes of 
Notes, Signatures, Documents, etc. Price 3l5. 6d. 

Token JVIoneyof the Bank of England, 1797-1816. 2s. 6d. 

PITT-LEWIS, G., K.C. 

A Handbook of River-Law on the Thames. Being a 
Collection of the Acts, Orders and Regulations of General 
Public Interest of the various Public Bodies bearing Govern- 
ment upon it, for persons visiting the Port of London, and 
all using the River for Profit or Pleasure. Price ISsi net. 

POCOCK, W. A. 

An Epitome of the Practice of the Chancery and Queen's 
(King's) Bench Divisions of the High Court of Justice. 
New and Enlarged Edition, Price 5s. net. 

PROBYN, L. C. 

Indian Coinage and Currency. Price 4s. net. 

PROFESSIONAL ACCOUNTANT'S AUDIT RECORD, THE. 

A Continuous Record for a Number of Years. Appli- 
cable to all Audits, Company, Firm or Individual, whether 
Performed Yearly, Half-yearly, Quarterly or Monthly. 
Price 2s. 6rf. net; post free 2s. Sd. net. 

RAIKES, F. W. (His Honour the late JUDGE), K.C, 
LL.D. 

The Maritime Codes of Holland and Belgium. Price 

10s. 6d. net. 
The Maritime Codes of Spain and Portugal. Price 

7s. 6d. net. 
The Maritime Codes of Italy. Price 125. 6d. net. 

" Dr. Raikes is known as a profound student of maritime jurisprudence, and he 
has been able to use his knowledge in a number of notes, in which tlie law of England 
and of other countries is compared with that of the Iberian Peninsula."^-I.»w/oHrna/. 
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POOR'S. 

Manual of the Railroads of the United States, Canada 
and Mexico, and other Investment Securities. " 

Statements showing the Financial Condition, etc., of the 
United States, and of all leading Industrial Enterprises, 

Statements showing the Mileage, Stocks, Bonds, Cost, 
Traffic, Earnings, Expenses and Organizations of the Rail- 
roads of the United States, with a Sketch of their Rise, 
Progress, Influence, etc. Together with 70 Maps and an 
Appendix, containing a full Analysis of the Debts of the 
Upited States and of the several States, published 
Annually. Price 45i. net. 

The Railroad Manual Appendix and Diary for the use 

of Bankers, Investors, Trust Institutions and Railroad 

Officials. Supplementing the above Manual. Sixth Annual 

Number. Price lOj. 6i. net. 

The Money Question. A Handbook for the Times. 

Price 6s. net. 

* 

PULBROOK (The Late) ANTHONY. 

Common Company Forms. Being a Series of Practical 
Precedents required in the Incorporating, Managing and 
Voluntary Winding-up of Companies under the Companies 
Acts, 1862-1900. Price Is. 6d. net. 

Responsibilities of Directors and Working of Companies 
under the Companies Acts, )862-190/. Second Edition. 
Edited by G. F. Emery, LL.M., Barrister-at-Law. Price 
3s. 6d. net. 

Handy Book on the Law and Practice of Joint Stock 
Companies Incorporated under the Companies Acts, 1862- 
1907, with Forms and Precedents. Being a Manual for 
Secretaries and others interested in the Practical Legal 
Management of the Business of a Company. Fifth and Re- 
vised edition. Edited by G. F. Emery, LL.M., Barrister- 
at-Law. Price 4s. net. 

QUESTIONS ON BANKING PRACTICE. 

Revised by, and issued under the sanction of, the Council 
of the Institute of Bankers. Fifth Edition, enlarged. 
(In the press.) 

Maritime Codes of Italy. Price 12s. 6d. net. 

RICHTER, HENRY. 

The Corn Trade Invoice Clerk. Price Is. net 

ROBINSON. ^ ^ ^, 

Share and Stock Tables; comprising a set of Tables 
for Calculating the Cost of any number of Shares, at any 
price from l-16th of a pound sterling, or Is. 3d. per share, 
to £310 per share in value ; and from 1 to 500 shares, or 
from *100 to £50,000 stock. Tenth Edition, price 5s. net, 
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RUSSELL, RICHARD. 

Company Frauds Abolition . S uggested by a review of the 

Company Law for more than halfacentury. Pricelj.6ii.net. 

RUSSELL, H. A. H. MINING MANUALS. 

Mount Lyell Mining Manual, 1907. With Sketch Map 

of Mount Lyell Field. Price Is. 
Broken Hill Mining Manual. With Sketch Map. 

Price Is. 
Cornish Tin Mining Manual. With Map of Cornwall 

showing approximate Position of Mines. Price Is. 

RUTTER, HENRY. 

General Interest Tables for Dollars, Francs, Milreis, 
etc., adapted to both the English and Indian Currency, 
at rates varying from 1 to 12 per cent, on the Decimal 
System. Price lOi. 6rf. net. 

SAUNDERS, ALBERT. 

Maritime Law. lUcfStrated in the Form of a Narrative 
of a Ship, from and including the Agreement to Build her 
until she becomes a Total Loss. Price 2ls. 

Master Mariners' Legal Guide. Second, Revised and 
Enlarged Edition Price 10s. 6d. net. 

SCHULTZ. 

Universal American Dollar Exchange Tables, Epitome 

of Rates from $4.80 to $4.90 per £, and from 3s. lOd. to 
4s. 6d. per $, with an Introductory Chapter on the Coinages 
and Exchanges of the World. Price 10s. 6d. net. 

Universal Dollar Tables. Complete United States 
Edition. Covering all Exchanges between the United 
States and Great Britain, France, Belgium, Switzerland, 
Italy, Spain and Germany. Price 21s. net. 

Universal Interest and General Percentage Tables on 
any given amount in any Currency. Price 7s. 6d. net. 

English-German Exchange Tables, from 20 marks to 21 
per £ by '025 mark per £, progressively. . Price 5s. net. 

SHEARMAN, MONTAGUE, and THOS. W. HAYCRAFT. 

London Chamber of Arbitration. A Guide to the Law and 
Practice, with Rules and Forms. Second Edition. Price 
2s. 6d. net. 

SHEFFIELD, GEORGE. 

Simplex System of Solicitors' Book-keeping. 3s. Qd. net. 
SIMONSON, PAUL F., M.A. (Oxon.). 

Treatise on the Law Relating to Debentures and Deben- 
ture Stock issued by Trading and Public Companies and 
by Local Authorities, with Forms and Precedents. Third 
and Revised Edition. Price 21s. 

Companies Acts, 1900 and 1907, with Forms prescribed 
by the Board of Trade. Price 5s. net. 
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SIMONSON, PAUL F., M.A. (Oxon.).— continued. 

The Law relating to the Reconstruction and Amalga- 
mation of Joint stock Companies, together with Forms 
and Precedents. Price 10s. 6d. 
The Revisi^d Table A. Being the Regulations of Com- 
panies Limited by Shares as Sanctioned by the Board of 
Trade in 1906. With Notes and Comments. Price 3s. ed. net. 

SIMPLEX DECIMAL INTEREST. 

Available for any Sum, Term or Rate of Interest. On 
a Card. Price I5. net. 

SPENCER, L. 

Yield Tables for £1 Shares at Prices Differing by 3d., 
and Dividends from 1 J per cent, to 10 per cent. Price Is. net. 

SMITH, A. SKENE. 

Compound Interest : as exemplified in the Calculation 
of Annuities, immediate and deferred, Present Values and 
Amounts, Insurance Premiums, Repayment of Loans, Capi- 
talisation of Rentals and Incomes, etc. Price Is. net. 
*' It is written with a business-like explicitness, and cannot fail to prove useful."— 
Scotsman. 

SMITH, JAMES WALTER, LL.D. 

The Law of Banker and Customer. Thoroughly Revised. 
Twenty-third Thousand. Price 2s. 6d. net. 

STEAD, FRANCIS R. 

Title Deeds ; and the Rudiments of Real Property 

Law. Price 5s. net. 

STEPHENS, T. A. 

A Contribution to the Bibliography of the Bank of 
England. Price 10s. 6rf. net. 

STEYENS, W. J. 

Investment and Speculation in British Railways. 
Price 4s. net. 

STRONG, W. R. 

Short-Term Table for apportioning Interest, Annuities, 
Premiums,- etc., etc. Price Is. net. 

STUTFIELD, G. HERBERT, and CAUTLEY, HENRY 
STROTHER. 

Rules and Usages of the Stock Exchange. Containing 
the Text of the Rules and an Explanation of the general 
course of business, with Practical Notes and Comments. 
Third and Revised Edition. Price 6s. net. 

TATE. 

Modern Cambist. A Manual of Foreign Exchanges. 
The Modern Cambist : forming a Manual of Foreign 
Exchanges in the various operations of Bills of Exchange 
and Bullion, according to the practice ' of all Trading 
Nations ; with Tables of Foreign Weights and Measures, 
and their Equivalents in English and French. Twenty- 
third Edition. By Hermann Schmidt. Price 12s. net. 
" A work of great excellence. The care which has rendered this a standard work 

i« stilt, exercised, to cause it to keep pace, from time to time, with the changes in 

the monetary system of foreign nations."-'rAe Times. 
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TAYLER, J. 

A Guide to the Business of Public Meetings. The 
Duties and Powers of Chairman, with the modes of 
Procedure and Rules of Debate. Third Edition. 2s. 6d. net. 

YAN DE LINDE, GERARD. 

Book-keeping and other Papers. Adopted by the In- 
stitute of Bankers as a Text-Book for use in connection 
with their Examinations. Second Edition. Price 7s. Gd. net. 

YAN OSS, S. F. 

American Railroads and British Investors. Price 

3s. 6d. net. 

WALLIS, E. J. 

Royal Botanic Gardens, Kew. Thirty Full-page Illus- 
trations from Photographs taken by Permission. Price 
2s. 6d. net. 

WARNER, ROBERT. 

Stock Exchange Book-keeping. Price 2^. Gd. net. 

YiTATSON, ERIC R., LL.B. (Lond.). 

The Law relating to Cheques. Price 2s. 6d. net. 

WHADCOAT, GORDON CUMING. 

His Lordship's Whim. A Novel. Price 6s. 
WILEMAN, J. P., C.E. 

Brazilian Exchange, the Study of an Inconvertible 
Currency. Price 5s. net. 

WILHELM, JOHN. 

Comprehensive Tables of Compound Interest (not 
Decimals) on £1, £5, £23, £50, £75 and £100. Showing 
Accumulations Year by Year for Fifty Years at Rates of 
Interest from 1 (progressing J) to 5 per cent. Price 
2s. ed. net. 

WILKINSON, T. L. 

A Chart of Ready Reference for Office Use. Shov?ing 
at a glance the Returns to be made and Registers to be 
kept by Companies Registered under the Companies Acts 
having Capitals divided into Shares. Price 3s. 6d. net, 
post free ; mounted on linen and varnished. 

WILLDEY. 

Parities of American Stocks in London, New York and 
Amsterdam, at all Rates of Exchange of the day. Price 2s. 

net. 

WILSON. 

Equivalents of English Pounds in Kilogrammes, and 
Kilogrammes in English Pounds at 1016-0476 Kilogrammes 
to the Ton. Price 2s. 6d. net, 
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YllhSOV— continued. 

Author's Guide. A Guide to Authors ; showing how to 
correct the press, according to the mode adopted and under- 
stood by Printers. On Card. Price Sd. 
Investment Table: showing the Actual Interest or Profit 
per cent, per annum derived from any purchase or invest- 
ment at rates of Interest from 2J to 10 per cent. Price 2s. net. 
WOODLOCK, THOMAS F. 

The Anatomy of a Railroad Report. Price 2.s. 6d. net. 

" Careful perusal of this useful work will enable the points in an American railroad 
report to be grasped without difficulty." — Statist. 

RECENT PAMPHLETS. 
Nitrate Facts and FigUFes, 1908. 

With 3 Maps and 5 Photographs. Compiled by A. F. Brodib 
James, F.S.S. Price 3s net. 

Copper and Copper Mining Shares. 

By W. Utley. Price 6rf. 

Formation of English Companies Described and Ex- 
plained. 

By E. E. Jessel. Price Gd. 

British Railway Outlook. 

By W. J. Stevens. Price Is. net. 

Turkey and its Future. 

By Archibald J. Dunn. Price Is. net. 

Broken Hill Mines, Barrier Ranges, N.S.W. 

Price Is. net. 
Free Imports : why our present System has resulted in 

transferring a large portion of the Labouring Population of 
the United Kingdom to Foreign Countries, thus Disintegrat- 
ing her Nationality in the endeavour to promote her Material 
Prosperity. 
By Bernard Dale. Price Is. 

Mr. Balfour and Conceivable Cures for Imagined Ills. 

By C. H. P. C. Price Is. 

Thoughts on Mr. Chamberlain's Fiscal Policy. 

By Walter J. Hahhond, M.Inst.C.E. Price 6d. 

Cancer, is it Curable? Yes. 

By Robert Bell, F.F.P.S., etc.. Consulting Physician to the 
Glasgow Hospital for Women. Price Is. 

How to Insure Buildings, Machinery, Plant, Office and 
Household Furniture and Fixtures against Fire. 

By C. Spensley. Price Is. 

Expansion of Trade in China. 

By T. H. Whitehead, Member of the Legislative Council, 
Hong-Kong. Price U. 

Indian Currency: An Essay. 

By William Fowler, LL.B. Price Is. 
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Notes on Money and International Exchanges. 

By Sir J. B. Phear. Price Is. 

Cost Price Life Assurance. 

A Guide to 3 and 3J per cent. Compound Interest per annum 
on Ordinary and Endowment Policies respectively. Third Edition. 
By T. G. Rose. Price 6d. 



Pamphlets, etc., on Bimetallism. 

BULL'S CURRENCY PROBLEM AND ITS SOLU- 
TION. Cloth, 2s. 6d. 
DICK'S INTERNATIONAL BULLION MONEY. Price 6rf. 

GEORGE'S THE SILVER AND INDIAN CURRENCY 

QUESTIONS. Price Is. 3d. 
MANISTY'S CURRENCY FOR THE CROWD ; or, 

Great Britain Herself Again. Price Is. 

MEYSEY-THOMPSON'S (Sir Henry M., Bart., M.P.) 
PRIZE ESSAY. Injury to British Trade and Manufactures. 
By Geo. Jamieson, Esq. Price 6d. 

MILLER'S DISTRIBUTION OF WEALTH BY MONEY. 

Price Is. 
MONOMETALLISM UNMASKED; OR THE GOLD 

MANIA OF THE NINETEENTH CENTURY. By A Senior 

Optime. 6d. 

MONEY, WHAT IS IT? AND WHAT IS ITS USE? 
Price Is. 

NORMAN'S PRICES AND MONETARY AND CUR- 
RENCY EXCHANGES OF THE WORLD. Price 6d. 

NORMAN'S SCIENCE OF MONEY. Price Is. 

SCHMIDT'S INDIAN CURRENCY DANGER. A 

criticism of the proposed alterations in the Indian Standard. 
Price Is. 6d. 

SEYD'S SILVER QUESTION IN 1893. A Simple Ex- 
planation. By Ernest Seyd, F.S.S. Price Is. 

SEYD'S BIMETALLISM IN 1886; ANDTHE FURTHER 
FALL IN SILVER. By Ernest J. F. Seyd. Price Is. 

SOWERBY'S THE INDIAN RUPEE QUESTION AND 

HOW TO SOLVE IT. Price 6d. 

THE GOLD STANDARD. A Selection of Papers issued 
by the Gold Standard Defence Association in 1895-1898 in Oppo- 
sition to Bimetallism. Price 2s. 6d. 

THE GOLD BUG AND THE WORKING MAN. Price 
6d. 
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TWIGG'S PLAIN STATEMENT OF THE CURRENCY 
QUESTION, with Reasons why we should restore the Old English 
Law of Bimetallism. Price 6d. 

ZORN'S THE ORY OP BIMETALLISM . Price 3d. 

ACER'S T ELEGRAM CODES. 
THE AYZ TELEGRAM CODE. 

Consisting of nearly 30,000 Sentences and Prices, etc., with a liberal 
supply of spare words. The Code words carefully compiled from 
the "Official Vocabulary". Price 16s, net. 

" It forms a handy volume, compiled with evident care and judgment, and clearly 
and correctly printed." — Daily Chronicle. 

" All the sentences in each par. are alphabetically arranged, so that it should not be 
difficult to code a telegram expeditiously and to interpret a code message upon receipt 
should even be easier." — Daily Telegraph, 

THE SIMPLEX STANDARD TELEGRAM 
CODE. 

Consisting of 205,500 Code Words. Carefully compiled in accordance 
with latest Convention rules. Arranged in completed hundreds. 
Printed on hand-made paper ; strongly bound. Price £5 5s. 

THE DUPLEX COMBINATION STANDARD 
CODE. 

Consisting of 130,000 Words. 
With a Doftble Set of Figures for every Word, thus affording oppor- 
tunity for each Figure System of Telegraphing to be used. 
Every word has been compiled to avoid both literal and 
telegraphic similarities. Price £4 4s. 

The Extension Duplex Code of about 45,000 more 

Words. 

These are published with the view to being either used in connection 
with the "Duplex," or for special arrangement with the 
Figure System for Private Codes by agreement. Price £1 Is. 

THE COMPLETE DUPLEX CODE, 

Of 195,000 Words in Alphabetical and Double Numerical Order, i.e., 
the above two Codes bound together. Price £5 5s. 

Ager's Standard Telegram Code of 100,000 Words. 

Compiled from the Languages sanctioned at the Berlin Tele- 
graph Convention. Price £3 3s. 

Ager's Standard Supplementary Code for General 
Merchants. 

The 10,250 Words with sentences. In connection with the 
"Standard". Price 21s. 

Ager's Telegram Code. 56,000 good Telegraphic Words, 45,000 
of which do not exceed eight letters. Compiled from the 
languages sanctioned by the Telegraph Convention. Third 
pditiop. Price i62 2s. 
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Ager's Alphabetical Telegram Code. The Code Words in . 

sequence to the 150,000 Words in the Duplex Standard Code 
Price 25s. Two or more copies, 21 i. each. 
N.B. — Can also be obtained bound up with the Duplex or Prefix Code. 

Ager's Telegraphic Primer. With Appendix. Consisting 

of about 19,000 good English and 12,000 good Dutch Telegraphic 
Words. 12,000 of these have sentences. Price 12s. 6rf. 

Ager's General and Social Code, For Travellers, Brokers, 
Bankers and Mercantile Agents. Price 10s. 6rf. 

TELEGRAPH CODES. 



OFFICIAL VOCABULARY, BERNE, 1894. A few copies 

of the Original Edition. Price on Application. 

Anglo-American Cable Code. Price 2ls. 

Bishop's Travellers' Telegraph Code. Specially for tiie 

use of Tourists. Compact, and bound conveniently for the 
pocket. Weight under 2 oz. Price Is. net. 

Broomhall's Comprehensive Cipher Code. 

Mining, Banking, Arbitrage, Mercantile, etc. Arranged for 
nearly 170,000 Phrases. Price £3 13s. 6d., cloth. Limp leather, 
price £4 4s. 

Broomhall's " The Standard " Shipping Code for Char- 
tering, Insurance and General Shipping Code. 

Price 60s. net. 

Code Telegraphique Frangais, A-Z. 

Par de Kircheisen. Troisieme Edition. Price 80s. net. 

Clauson-Thue's ABC Universal Commercial Electric 
Telegraphic Code, 

Adapted for the Use of Financiers, Merchants, Shipowners, 
Brokers, Agents, etc. Fifth Edition. Price 20s. net. 

Figure Code for Stocks and Shares. 

To be used with the "Official Vocabulary," or any similar 
list of numbered Words. Price 42s. 

Hawke's Premier Cypher Telegraphic Code. 

Price 10s. 6rf. See back page of this Catalogue. 

"Ironsorap" Telegraph Code, adapted for the special 
use of the Old Iron and Metal Trades. 

Compiled by George Cohen, Sons & Co. Revised Edition, 
1903. Price 42s. net. 

McNeill's Mining and General Telegraph Code. 

Arranged to meet the requirements of Mining, Metallurgical and 
Civil Engineers, Directors of Mining and Smelting Companies, 
Bankers, Brokers, Solicitors and others. Price 21s, net. 
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McNicol's Nine Figure Code ; or, 1,100 Millions of Pro- 
nounceable Words. 

Price £10 net pei- copy (for not less than two copies). 

Moreing and Neal's General and Mining Code. 

For the Use of Mining Companies, Mining Engineers, Stock- 
brokers, Financial Agents, and Trust and Finance Companies. 
Price 21s. 

Official Vocabulary in Terminational Order. Price iOs. net. 
Scott's Shipowners' Telegraphic Code. 

New Edition. 1906. Price S2s. 6d. 

Stockbrokers' Telegraph Code. Price ss. net. 
YoUers' Nine Figure-System. 

1,000 Millions of Pronounceable Words, all of 10 letteri, in strict 
accordance with the London Telegraph Conference of 1903. 
Figure groups from 000,000,000 to 999,999,999. Price £2 net. 

VoUers' Twelve Figure-System. 

1,000,000,000,000 Pronounceable Words, all of 10 letters, in strict 
accordance with the decisions of the London Telegraph Con- 
ference of 1903. Price £2 net. 

Watkins' Ship-broker's Telegraph Code. 

Price £7 7s. net. Six copies, £42 net. 

Western Union Telegraphic Code. 

Universal Edition. Leather, 65s. net ; Cloth, 60s. net. 

Whitelaw's Telegraph Cyphers. 338,200 in all. 

200,000 words, French, Spanish, Portuguese, Italian 

and Latin. Price .... 150s. each net. 

53,000 English words 50s. ,, 

42,600 German , 50s. „ 

40,000 Dutch , 50s. „ 



338,200 

400,000 Cyphers in one continuous alphabetical order. Price 

£12 10s. 
68,400 Latin, etc., etc. (Original Edition), in- 
cluded in the above 202,600 . . 60s. „ „ 
25,000 English (Original Edition), included 

in the above 53,000 40s. „ „ 

22,500 of the English words arranged 25 to 

the page, with the full width of the 

quarto page for filling in phrases . 60.s. „ „ 

14,400 of the Latin words arranged so as to 

represent any 3-letter group, or any 

three 2-figure groups up to 24 . . 15s. „ „ 

401 millions of Pronounceable Words, all of 

ten letters, representing four complete 

sets of 8-figure groups. Also an 

additional 134J millions, representing 

twelve complete sets of 7, 6, and 5-figure 

groups and all numbers thereunder. 

Price 150s. „ „ 

Willink's Public Companies' Telegraph Code. 

Price 12;. ed. net. 



Medium 4to, SOO pp. Cloth, price 10s. 6d. net. 
THE 

PREMIER 

CYPHER TELEGRAPHIC 

CODE 

Containing close upon 120,000 Words and Phrases. 

THE MOST COMPLETE AND MOST USEFUL GENERAL CODE 

YET PUBLISHED. 

Compiled by WILLIAM H. HAWKE 

SOME OPINIONS OF THE PRESS. 

"It is calculated to save expense by making one word do the duty of two to five 
words as compared with other codes, without trouble or loss of time. This result has 
been obtained by introducing novel and simple methods of tabulation. The scope of the 
code is a very wide one, and makes it suitable to the traveller as well as to the com- 
mercial mui."— Telegraph. 

" Is distinguished among books of its kind by the unusual width of its range. For 
tbe rest it is a careful work, which keeps constantly in view the practical needs of men 
of business." — Scotsman. 

" The Code is certainly a marvel ol comprehensiveness, and at least the translation 
of messages would appear to be easy, owing to the system of initial words and cross 
references embodied in it, and the conspicuous headings." — Manchester Guardian. 

" An extremely valuable cypher telegraphic code. The saving of expense is, of 
course, the primary object of a code; but another consideration with Mr. Hawke has 
been to arrange a code so that what is required to be transmitted can be sent with the 
least possible trouble and waste of time." — Financial News. 

" This compilation is excellent in choice of messages and simplicity^ of arrangement. 
Those who have had to deal with other codes will appreciate this point. Particularly 
admirable are the joint tables for market reports, which can give quotations and tone in - 
one word. What with careful indexing to the matter and ingenious simplicity this 
code is certainly one of the best we have yet seen." — Shipping Telegraph, Liverpool. 

" Undoubtedly the finest code that has yet been published, despite the fact that it 
also ranks among the cheapest."— /ouma/ of Finance. 

'* An VoUstandigkeit dtirfte es vOn anderen Werke gleicher Art kaum iibertroffen 
werden." — Frankfmter Zeitung. 

" The systems of tabulation are simple, and the general appearance of the volume 
seems to confirm the claim that this is by far the most complete code ever issued."— 
Tribune^ Chicago. 

" Mr. Hawke's long experience as an expert in telegraphic code systems is a full 
guarantee of the excellence of the ' Premier Code \"— Liverpool Courier, 



Now ready. Cloth, price 10s, 6d, net, 

100,000 WORD SUPPLEMENT TO 

THE PREMIER CODE. 

Compiled by WILLIAM H. HAWKE. 

For special tables for Offers, Buying, Selling, etc., the words numbered 
from oo,ooo to 99,999 ; the words do not clash with those in the Premier Code 
but are supplementary to them ; 2440 additional words are for indicating, or 
catch words, and special or temporary tables. 

PREMIER CODE CONDENSER. A Figure Key to the 
PREMIER CODE, and providing means o£ sending any two Code 
Words (or groups) by one word. By W. H. Hawke. Price 10s. 6rf. 

LONDON : EFFINGHAM WILSpN, 

54 THREADNEEDLE STREET, E.G. 



COWMEBCIAL INSTRUCTION, 

Books PaWished by EFFINGHAM WILSON, 

54, THREADNEEDLE STREET, E.G. 

COMMERCIAL CORRESPONDENCE, 

Including Hints on Composition, explanations of Business Terms, 
and a large number of Specimen Letters and Commercial 
Documents as actually in current use, together with informa- 
' tion On the general Commercial subjects treated in the Corres- 
pondence. For use ia Commercial Classes, and by those in 
business. By E. H. COUMBE, B.A., Lond., Lecturer on 
English History, Language ■ and Literature at the City of 
London College ; Head of the Commercial Department of the 
Chelsea Polytechnic ; of Gray's Inn, Barrister,-at-Law. Price 
2s. 6d. net. 

A PRACTICAL SYSTEM OF BOOK-KEEPING, 

Including -Bank Accounts. By GEORGE JACKSON. Twenty- 
fourth Edition. Revised by H. T. Easton, Associate of the 
Institute' of Bankers, Author of " The Work of a Bank," 
"Banks and Banking," &c. Eecommended for the Examina- 
tions of the Institute of Bankers. Price 5s. net. 

A COUNTING-HOUSE GUIDE, 

Containing Copies of the Chief Commercial Documents now gene- 
rally used, together with Pro Forrak Invoices, Account 
Sales, &c., and useful Business Tables and Calculations. By 
W. G. COR DING LEY, Author of " Commleroial Terms and 
Phrases," "A Dictionary of Commercial Abbreviations," &o. 
Price 7s. 6d. net. 

LONDON COMMERCIAL TERMS DICTIONARY. 

By W. G. CORDINGLEV. Price 2s. 6d. net. 

A DICTIONARY OF ABBREVIATIONS & CONTRACTIONS 

COMMONLY USED IN GENERAL MERCANTILE TRANSACTIONS. 
By W, G. CORDINGLEV. Price Is. net. 

THE WORK OF A BANK. 

ByH. T. EASTON, Author of " Banks and Banking. " Price 2s. net. 

THE MERCHANT'S CLERK, 

An Exposition-of the Laws and Customs regulating the operations 
of the Counting House. By JOHN PEARCE. Price 2s. net. 

A MONEY MARKET PRIMER i 

and Key to the Exchanges. By GEORGE CLARE. Recommended 
for the examinations of the Institute of Bankers. Price 5s. net. 

THE THEORY OF FOREIGN EXCHANGES. 

By the Late Right Hon. VISCOUNT GOSCHEN. Price 63 net. 



EFFINGHAM WILSON'S PUBLICATIONS. 

A PRACTICAL GUIDE TO THE DEATH DUTIES and to 
the preparation of Death Duty Accounts. 

SECOND EDITION. 

Revised to include ttie amendments in the law effected by the 
Finance Act, 1907. 

By CHARLES BEATTY, Solicitor, of the Estate Duty Office, 
Somerset House. 

A HANDBOOK OF COMMERCIAL LAW 

Dealing with the transactions of every-day life." — Preface. 
By FREDERICK GEORGE NEAVE, SoUeitor. 

ANNUITIES AND SINKING FUNDS. 

SIMPLE AND COMPOUND INTEREST TABLES, 
' Together with Notes by. HAROLD DOUGHERTY, F.S.S., 
X>z>lce 2s. ed. JStBti- 

BOOK-KEEPING AND ACCOUNTS, 

With Notes upon Auditing. 

By GEORGE JOHNSON, F.S.S., F.I.S. 

^z<toe Ts. ed. Sf eii. 

BOOK-KEEPING DOWN TO DATE, Price 2s. 6d M. 

FOURTH AND ENLARGED EDITION. 

Key to Exercises in tlie above, Prict 2s. 6d. Het. 

By ANDREW MUNRO, DjmI Medallist, Sodei/y^f Ar-ts, London, 1904/5. 

MATHiESON'S HANDBOOK for INVESTORS for 1908. 

A Pocket Record of Stock Exchange Price? and 

Dividends for the past Ten Years of the Flnctuatingl, 

Securities. 

pxcice: 2s. ea. STEStr. 



ROYAL EXCHANGE 
ASSURANCE. 



INCORPORATED A.D. 1720. 



Governor— SIR NEVILE LUBBOCK, K.C.M.G. 

Proposals for any op all of the following classes of business are invited: 
Fire Insurance 
of every description. 
Life Insurance. 
Covering all contingencies of Human Life. 
Sea Insurance. 
Bonds and Valuables in transit. 
Personal Accidents, 
including certain specific diseases. - 
Burglary, Housebrealcing and Larceny- 
Fidelity Guarantees. 

The Corporation's Bonds are accepted in all the principal 
Government Departments. 

Employers' Liability Insurance, 

for Accidents 
3.1 and Profess 

Annuities. 



including Compensation for Accidents.to Domestic and Estate 
Servants, Clerical and Professional Assistants. 



Special Jlates are quoted for those whose prospects of 
longevity are impaired. 



Trustee and Executor. 

The Corporation is willingtoact in either or both of the above 
capacities, and its appointment offers perfect security for 

THE ADMINISTRATION OF AN ESTATE AT A MINIMUM COST. 

Funds held by the Corporation as Trustee are not liable for its debts as 
a trading ooncern. 



For Prospectus and full information apply tp any Branch Office, 
or to the Secbbtaby at the Head Office : 

ROYAL EXCHANGE, LONDON, E.G. 




EiMi 



